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Livestock Industry Turns Upgrade 


By ROBERT A. COOPER 


Farm Loan Commissioner 


Cattle Prices Have Struck Bottom and Liquidation Has Rea 
Conditions as Seen in Extended Tour of 


Its Full Course. 
Million Decrease in Heads of Cattle Foreseen for 


Inspection. 


1925. Banks May Safely Make Feeder Loans. Meat Shortage? 


IME was when cattle paper denoted 

a high class security. It was widely 

regarded by banks as safe, sound 

and liquid; of such character that 
it could be realized upon almost instantly. 
During the period of deflation a sharp re- 
versal of this opinion occurred. Experience 
proved, often times, that it could not be 
quickly collected, while the values repre- 
sented by the collateral suffered severe 
shrinkage. 

Perhaps we have been as hostile in our 
recent depreciation of this type of loan 
as once we were friendly in approving it. 
There are evidences now at hand, neverthe- 
less, that cattle paper will again come back 
into its own. Its good features and its 
faults have been restated during a time 
when the cattle industry suffered the worst 
depression in its history, and recovered most 
slowly of all agricultural pursuits. 

Cattle production is a fundamental indus- 
try. It is essential that our people have 
meat and, of all other kinds, beef probably 
is most favored. Pork and mutton, which 
are other substitutes, at present are rela- 
tively high, with the result that decreased 
supplies of pork products may cause the 
consumers’ demand to shift in an increasing 
degree to beef. It is a truism that no 
commodity can long remain below the cost 
of producing it. For these. reasons cattle 
cannot always be in a decline. 


Course of Liquidation Run 


ATTLE, undoubtedly, have struck bot- 
tom, and liquidation has run its course. 
Constructive upward tendencies are much 
in evidence. The overproduction, which was 
a war legacy, has found a counterpart in 


the past few years in decreased herds in 
every state in the cattle sections west of 
the Mississippi River. Government statis- 


Dwindling Herds 


AZ the request of President 

Coolidge, Governor Cooper, 
as head of the Federal Farm 
Loan Board, made an extended 
tour of inspection of the Western 
cattle raising states to obtain a 
first-hand knowledge of the con- 
dition of the livestock industry. 
In the accompanying article, Gov- 
ernor Cooper reports that liqui- 
dation has run its full course and 
that this important basic industry 
is now on the upgrade. 

The war legacy of over-pro- 
duction has found a counterpart 
in decreased herds in every state 
west of the Mississippi River, he 
reports, the head of cattle declin- 
ing more than one million last 
year in numbers. An even greater 
reduction is forecast in 1925 by 
the Department of Agriculture’s 
estimates, but Governor Cooper 
states as his opinion that the num- 
ber of cattle on farms and ranges 
is overstated by the Federal fig- 
ures. Does not this foreshadow 
better livestock prices? 


tics estimate the number of head as being 
1,000,000 fewer in 1924 than was true in 
1923, and an even greater reduction is fore- 
cast in 1925 by the latest figures available 
in the Department of Agriculture. 

During a recent trip through the cattle 
regions of the West, I was often struck 
with the testimony of speakers, who in- 
dicated that there were fewer cattle in their 
states than ever before. The surplus was 
always in an adjoining state, but when we 
reached that adjoining state a scarcity in- 
variably prevailed there also. The evidence 
all goes to the conclusion that the number 
of cattle on farms and ranges is overstated 
in the government’s figures. 

A cattle loan hereafter should be in bet- 
ter repute than it has been for some years 
last past. It will be a safe and sound 
loan, because it will be based on values which 
have reached an irreducible minimum, made 
to men who have proved their skill and 
ability to handle livestock, and closed fol- 
lowing a species of examination and exact 
count and inspection that never before pre- 
vailed. 


How Banks Can Help 


OMMERCIAL banks, state and na- 

tional, at this juncture of affairs, can 
be specially helpful in restoring this industry 
to health and prosperity. 

A feeder loan is well suited to a bank’s 
requirements. The maturity is short and 
certain. The security is located in a defi- 
nite place and is easily checked. It is mar- 
gined to begin with, and pounds of values 
are being added by natural process every 
day. Such cattle will go to market al- 
most regardless of any conditions, because 
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it will be unremunerative to hold them, and 
the loan liquidated in full. 

But, in the case of breeding herds and 
cattle to restock ranges, an altogether dif- 
ferent situation prevails. Such loans as 
these, generally speaking, are not so suit- 
able for commercial banks. Despite the 
maturity named in the note, a period as long 
as three years will be required to bring a 
herd to development, and no commercial bank 
can pledge its funds for such a length of 
time. Herds often are located in distart 
places and scattered over wide areas, mak- 
ing inspection difficult, so that facts desir- 
able to know cannot easily be ascertained. 

A failure to differentiate between these 
types of loans, involving the time required 
to mature the commodity for which funds 
were advanced—one properly of short ma- 
turity, and the other necessarily long ex- 
extended—may account in part for the poor 
opinion held of cattle securities. If so, it 
was short-sightedness on the part of the 
banker quite as much as_unpreparedness 
on the part of the producer of cattle. But, 
because of recognition of the fact that pres- 
ent values of cows, from a production stand- 
point alone, are much too low now and can- 
not long remain at such levels, bankers are 
making advances on this type of collateral. 


The Intermediate Credit Banks 


| addition to fundamental security, such 
loans may be made under present circum- 
stances more safely than ever before. There 
are now functioning twelve Federal Inter- 
mediate Credit Banks, each with a paid-in 
capital of $2,000,000 and each with $3,000.,- 
000 additional capital available in the Treas- 
ury of the United States, callable on thirty 
days’ notice, with the right under the law 
of issuing debentures in an amount up to 
ten times their paid-in capital, so that a 
reservoir of credit can be created, aggre- 
gating the grand total of $660,000,000, mak- 
ing them virtually banks of reserve. 

Loans cannot be made to borrowers in- 
dividually, but they can be made for long 
periods of time and at a rate, at present, 
of 4% per cent to cooperative marketing 
associations, secured by warehouse receipts 
on staple agricultural commodities, and 5 
per cent on rediscounts, which include cattle 
paper. State and national banks may ap- 
proach the Intermediate Credit Banks, as 
may also agricultural credit corporations and 
livestock loan companies, whether chartered 
under state or Federal law. 

Reviewing rather recent history, banks are 
properly reluctant to show borrowed money. 
That they may not have to do so and still 
serve their communities in a very special 
way, we have encouraged the organization 
of strongly capitalized livestock loan com- 
panies, in the hands of experienced and 
capable men, so that a well managed agency 
of this character may be functioning in every 
important cattle district. Assured in such 
a manner that they could pass their ap- 
proved cattle notes, without their indorse- 
ment, to a cattle loan company, and thus 
have freely at their disposal at any time the 
vast reservoir of credit available in the 
Federal Intermediate Credit Banks, it has 
been hoped that commercial banks generally 
would be impelled to employ the great re- 
serves they are now holding by taking on 
more sound cattle paper. At the least sign 
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of pressure they could gain relief, not by 
collecting the obligation before it was proper 
to do so, but by making the credit resources 
of the whole country available to sustain 
this fundamental industry. It would be a 
help to the banks themselves to have their 
idle funds profitably invested. It would 
be a greater help to the thousands of valiant, 
honorable cattlemen who have weathered 
the stress of the past five years in aiding 
them to build back a business which is one 
of the greatest in the entire country, and it 
would be an encouragement to the country 
at large as evidencing a further restoration 
of credit and confidence. The assurance that 
banks and cattle loan companies are advanc- 
ing funds freely on thoroughly well secured 
cattle paper would result almost instantly 
in revitalizing this industry and adding dol- 
lars to every critter on the hoof. 


Tour of Cattle Country 


HAVE lately returned from a three 

weeks’ trip through the principal cattle 
producing sections of the West. Beginning 
at Los Angeles, we went up the coast 
through San Francisco to Portland. We 
held meetings in Boise, Salt Lake, Ogden, 
Cheyenne and Denver and ended our tour 
with stops at El Paso and Amarillo. These 
conclusions are the results of such a trip 
of investigation. 

In California there has been organized 
already a corporation capitalized at $500,- 
000 with pledges outstanding to increase 
this sum to $1,000,000, if necessary, under- 
written by the banks of Los Angeles and 
San Francisco and the California Cattle- 
men’s Association. This concern may re- 
discount with a Federal Intermediate Credit 
Bank up to ten times its paid-in capital. 
Such a step must be regarded as an inesti- 
mable service, present and prospective, to 
the cattle industry. Another corporation 
with an equal amount of capital stock is 


projected at El Paso and is in a fair way 
to successful consummation. A few more 
concerns of like character, in addition to 
those now existing, should be created in the 
western country and put in the hands of 
strong, capable men who “are patriotically 
and wholeheartedly interested. Properly op- 
erated, each one should be itself a profitable 
business. But over and above gainful rea- 
sons, the every existence of such institu- 
tions should be a comfort to state and na- 
tional banks. 

A reserve is thus provided to go to in time 
of need, as well as an outlet for a class of 
paper that should be dependably placed for 
a somewhat indefinite period. 

As if to invite banks to render this in- 
valuable public service, the Agricultural 
Credits Act of 1923 provides that mem- 
ber banks of the Federal Reserve System 
may invest 10 per cent of their capital and 
surplus in national agricultural credit cor- 
porations, and a similar permission has been 
accorded by many State Banking Depart- 
ments. Just exactly that alliance is the 
need of the hour. 

Much yet remains to be desired. But 
the outlook is favorable, and so far as 
this industry is concerned, its sun is on 
the horizon. To the extent that subsidiary 
agencies, required under the law, will en- 
able them to do, and with regard always 
to considerations of safety, the Federal In- 
termediate Credit Banks will function help- 
fully to bring about a promising and ap- 
proaching restoration. 


Congressional Accuracy 


ONSIDERING tthe severe criticism 
that is directed against both branches 
of Congress in newspapers, in public ad- 
dresses, in cartoons, and especially in the 
flippant and irrelevant remarks which are 
heard everywhere, it might appear that 
there was ample ground for the belief that 
Congress did few things right and that it 
made many mistakes. Deep in the hearts of 
men there may be a subconscious belief that 
Congress, with all its muddling, frivolity 
and time-wasting partisanship may after all 
be depended upon to make wise decisions on 
all important questions, but if that be so, the 
surface indications are unreliable. 
Statistics published by Representative 
Ramseyer of Iowa in the Congressional 
Record may be used as a gage to the 
judgment of Congress. From the foundation 
of our government, 136 years under the 
Constitution, Congress has passed 50,000 
laws. In this time the Supreme Court of 
the United States has decided 30,000 cases 
and in all this long period the Supreme 
Court has found that 47 acts or parts of 
acts were unconstitutional. Of all the cases 
going before that tribunal there has been 
found in only a small fraction of 1 per 
cent of the cases laws which were not 
warranted by the spirit of the Constitution. 
If these figures are to be accepted as a 
measure of the accuracy of Congressional 
judgment, then Congress, despite all the 
criticism, does not after all run very wild. 
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What the Federal Reserve System 
Has Done to Our Currency 


By W. RANDOLPH BURGESS 


Assistant Federal Reserve Agent, New York Federal Reserve Bank 


Desired Elasticity Gained by Placing Country’s Reserve Cash 


in Institutions Which Can Afford to Let Funds Lie Idle. 


In- 


crease in Currency Made Necessary by War and High World 
Prices Supplied by New Notes. Seasonal Fluctuations Now Large. 


UPPOSE.- some benevolent bandit 
were to hold up the Twentieth Cen- 
tury Limited somewhere between 
New York and Chicago, and suppose 

that as he passed down the train and each 
passenger held out to him the contents of 
purse and pocket, he allowed the passengers 
to retain all the Federal Reserve notes car- 
ried, but confiscated all of the other kinds 
of money. The total result would be prac- 
tically a 50-50 division between bandit and 
passengers. For of all the money in cir- 
culation in the United States, Federal Re- 
serve notes now make up almost one-half. 
In 1920 they were 70 per cent of the total 
circulation. 

Diagram 1 shows the makeup of the cir- 
culation of paper money in the United 
States (outside of the Treasury and the Re- 
serve Banks) in 1914, 1920, and at present. 
The increase in currency which the war and 
high world prices made necessary was pro- 
vided almost wholly by issues of, Federal 
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Millions of dollars of paper money in 

circulation in the United States, show- 

ing the Federal Reserve System has 
provided the necessary elasticity. 


Reserve notes. While many countries were 
forced during the war to issue irredeemable 
paper currency, which soon lost much of its 
value, this country found at its hand a new 
instrument for currency issues. We paid 
war wages and war prices with a currency 
which was always’ redeemable in gold at 
par. It was the first great war we had ever 
fought in which this was true. 


The Test of Reduction 


NLY second in interest to the war 
expansion in currency has been the 
currency reduction since 1920, which fol- 


lowed lower world prices Just as the in- 
crease to the 1920 high point was wholly 
through the issuance of Federal Reserve 
notes, so again the decrease was altogether 
in Federal Reserve notes. Reserve notes in 
circulation decreased from $3,300,000,000 in 
November, 1920, to $1,700,000,000 in March, 
1925. Between the same dates other cur- 
rency increased from $1,500,000,000 to $2,- 
300,000,000, due to an increase in gold cer- 
tificates. 

In spite of these facts of war increase 


First of a Series 


BSERVATIONS covering a 

period of ten years ought to 
lead to dependable conclusions. 
The value of a ten-year experi- 
ence is enhanced if it is of the 
last decade because that covers 
a time of violent and unusual re- 
actions,—years in which the de- 
velopment of the unexpected has 
tried out the strength and the 
weakness of almost everything 
emanating from the brain of 
man, 

The Federal Reserve System, 
now being ten years old, every- 
one, as well as the bankers, may 
well approach the subject with 
open minds and examine its 
operations ; its effect on banking, 
and the place it occupies in the 
preservation of business pros- 
perity. 

As an aid to study and reflec- 
tion on this all-important sub- 
ject the AMERICAN BANK- 
ERS ASSOCIATION JOUR- 
NAL begins in this number the 
first of a series of review articles 
by W. Randolph Burgess, Assis- 
tant Federal Reserve Agent of 
the Federal Reserve Bank of 
New York. Covering as they 
will the important features of the 
System, these articles should be 
invaluable to all bankers.—Editor. 


and post-war decrease there are still some 
few who speak in doubtful terms concerning 
the elasticity of Federal Reserve notes. 
They produce theoretical arguments to show 
that because notes may be issued against 
gold or against notes secured by government 
paper, or because the Federal Reserve Banks 
have bought securities, or for some other 
reason, that therefore the Federal Reserve 
note is not elastic. These various arguments 
raise interesting questions as to why and 
how the Federal Reserve note is elastic, but 
they make little headway against the facts 
in the case, for the facts show that the Fed- 
eral Reserve note has been elastic. 

The Federal Reserve note is not only a 
good performer at such high hurdles as war 
and post-war price changes, but it is also a 
competent entrant for such low hurdles as 
seasonal and holiday variations in currency 
demand. 


A Canadian Comparison 


F°® many years before the adoption of 
the Federal Reserve System in this coun- 
try the Canadian banking system was fre- 
quently held up as a model which we might 
copy, from the point of view of currency 


elasticity at least. Canada is a country 
peculiarly in need of an elastic currency, for 
the nation’s business is centered in agricul- 
ture, which requires much larger amounts of 
currency in the fall than at other times of 
year. Canadian bank note currency, an as- 
set currency secured only in part by gold or 
lawful money, has proved itself peculiarly 
flexible. 

Diagram 2 shows the fluctuations in paper 
money in circulation in Canada and in the 
United States before and since the establish- 
ment of the Federal Reserve. The two 
lines prior to 1914 tell the story of our cur- 
rency difficulties. While the flexible Ca- 
nadian currency responded regularly to 
changes in the seasonal need, our own was 
rigid, inflexible. 

In the fall of 1914 the shock of the World 
War forced us to utilize the temporary 
Aldrich-Vreeland currency and then Federal 
Reserve notes became a part of our cur- 
rency. From that time on there began to 
be fluctuations in our currency correspond- 
ing somewhat to the changes in Canadian 
currency. We do not need as much cur- 
rency fluctuation as Canada; our industries 
and trade are more diversified. But the 
way our currency has fluctuated since we 
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Before 1914 the currency of Canada was flexible in meeting changes in business needs, 


but currency in the United States was rigid and inflexible. 


Since 1914 both have 


been flexible. 


added an elastic element demonstrates that 
we had been suffering in the past from a 
kind of currency paralysis. 

Many of the individual movements of our 
currency curve are interesting: The drop 
in 1917 reflects the final transferring of 
bank reserves to the Federal Reserve Banks. 
The drop early in 1919 was the post armis- 
tice temporary pseudo-depression. In 1920 
currency circulation increased steadily until 
November as the Reserve System was 
drawn upon in the early months of the de- 
pression, and then the decline in currency 
followed by some months the decline in 
prices, wages, and business activity. 


Currency, Wages and Prices 


HE amount of currency which the coun- 

try requires reflects many changing de- 
mands, changing prices, changing wage 
levels, changing employment, changing vol- 
ume of trade. The two uses which call for 
the largest amounts of currency are paying 
wages and buying food. Wage payments 
each year reach a tremendous total. The 
last United States census shows that in man- 
ufacturing establishments alone wage pay- 
ments in the year 1923 reached a total of 
$10,985,000,000. A large part of this total 
was without doubt paid in currency. 

Food is still the largest item in the fam- 
ily budget. The average American family 
spends between 30 and 40 per cent of its 
income on food. The national expenditure 
on food is probably not far from 15 bil- 
lion dollars. Most of this is paid out in 
currency. 

Fortunately we have available some 
statistical measures of changes during the 
past 10 years in wages and in food prices, 
which give us some indication of the 
changes in the amount of currency required 
to transact the country’s business. Diagram 
3 shows the changes in the amount of the 
payroll of representative factories and 
shows also the changes in the retail price 
of food. The figures for retail price of 
food are taken from the report of the 
United States Department of Labor and for 


factory payrolls are taken from the New 
York State Department of Labor, whose 
figures are typical of those for the country. 
A third line shows the amount of currency 
in circulation. The currency line usually 
falls between the other two. Large wage 
payments pull it up. Low food prices pull 
it down. The food price figures of course 
make no allowance for increases since 1914 
in the amount of food purchased by a con- 
stantly growing population receiving much 
higher wages than before the war. 

Wages and food prices are only two of the 
many factors determining the amount of 
currency the country requires for its daily 
use. Other factors include rent, which in 
cities at least is about 75 per cent higher 
than before the war, clothing purchases, the 
cost of amusements, carfare, education, 
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books, and a thousand and one other things 
for which money is spent. In the case of 
each one of these items not only are prices 
higher than before the war, but the volume 
of transactions is much increased due to 
growth of population and the larger scale 
of expenditure resulting from high wage 
levels. Money in circulation reflects all of 
these changes. It is an index of wage pay- 
ments and retail expenditures. 


The Mechanism of Elasticity 


NE question which doubtless the reader 

has had in mind has to do with the 
method by which currency can be made to 
fluctuate closely with the changes in wages 
and the requirements of retail trade, and 
how the mechanism is different under the 
Federal ‘Reserve System from what it was 
before the System was established. 

Suppose we take as an example what 
happened to currency circulation over the 
last Christmas period. Retail trade at 
Christmas time is always larger than at 
other times in the year; in fact department 
stores of New York City and other cities 
usually do about one-seventh of their year’s 
business in the month of December alone. 
This results in a considerable increase in 
the need for hand to hand currency and 
there are other needs as well arising from 
increased payrolls, Christmas bonuses, in- 
creased travel, larger food purchases, etc. 
The figures for currency withdrawals and 
receipts at the Federal Reserve Banks illus- 
trate the way in which this special demand 
for currency was met. Prior to Christmas 
there was paid out about $300,000,000 of 
currency, all of which was returned to the 
bank within the two or three weeks follow- 
ing Christmas, as shown in the table below. 

Here we have a typical case of currency 
elasticity. Currency was put into circula- 
tion to meet a temporary need and then 
retired. An interesting and important fact 
about the movement was that elasticity was 
not confined to Federal Reserve notes. 
Gold certificates were just as elastic. 
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How Currency Flows In and Out of the Reserve Banks In Millions of Dollars 


PAID INTO CIRCULATION (Ne#) 


Week Ended 


Other Money 
Mostly Gold 
Certificates* 


*Payments include gold drawn for export. 


The mechanism of the operation is that 
when member banks need currency for their 
customers they draw it from the Reserve 
Bank. Their withdrawal of any consider- 
able amount of currency usually reduces 
their balances at the Reserve Bank below 
the required amount and they accordingly 
bring up their balances by borrowing from 
the Reserve Bank at its established discount 
rate, giving their own collateral notes or 
their customers’ notes as security. The mo- 
ment currency is returned to the member 
bank after the need has passed, the member 
bank returns it to the Reserve Bank and so 
retires the loan. Member banks can always 
secure additional currency by borrowing at 
the Reserve Bank. Conversely, whenever 
currency in circulation becomes larger than 
is required by the needs of business, it be- 
gins to return to the banks and they imme- 
diately utilize it to pay off indebtedness at 
the Reserve Banks, on which they are pay- 
ing interest. Even if banks are not in debt 
at the Reserve Bank they return any surplus 
currency to the Reserve Bank, because Re- 
serve Bank credit is much more useful to 
them than currency. 


A Bankers’ Bank 


member bank today in its relations 
with the Federal Reserve Bank is much 
like the individuat who draws currency 
’ from his bank when he needs it and deposits 
currency when he does not need it. The 
Federal Reserve Bank is the bankers’ bank. 

Before the Federal Reserve System the 
bankers generally had no bank. The out- 
side banker drew on New York or returned 
surplus funds to New York. The New 
York banks were our nearest approach to 
bankers’ banks. The New York banks 
planned to keep enough margin of cash 
on hand to meet seasonal and emergency 
needs. This meant that at most times they 
had much more cash than was needed and 
at other times less than was needed. The 
maintenance of these large cash reserves 
on which the country might draw was an 
expensive procedure, for which the New 
York banks were paid by large bankers’ 
balances in. New York and by high interest 
rates at periods of greatest demand. In 
any. considerable emergency the supply of 
cash was inadequate. Elasticity was 
limited and was obtained at a stiff price. 

The Federal Reserve Act placed the 
country’s reserve cash in institutions not 
organized for profit which can afford to 
let cash lie idle in readiness for seasonal 
and emergency needs. 

In currency transactions the Federal Re- 


RECEIVED FROM CIRCULATION (Ne#) 


Other Mone 
Mostly Gol 
Certificates 


serve Banks are largely passive. They do 
not force money into circulation nor force 
it back from circulation. A low discount 
rate may make it easier for member banks 
to borrow and so obtain currency; a high 
discount rate may make it more difficult. 
But the initiative in withdrawing or return- 
ing currency is always taken by the member 
bank. 

The very existence of the Federal Re- 
serve System is responsible for currency 
elasticity and it makes no difference at first 
whether the Federal Reserve Bank pays out 
to the member bank Federal Reserve 
currency, gold certificates, silver certificates, 
or legal tender notes. In a certain sense the 
Federal Reserve System has made all types 
of currency, except national bank notes, 
elastic because all except those notes can 
be issued in amounts required and they 
all tend to flow back to the Reserve Bank 
when they are not required in the business 
of the country. 


Secondary Elasticity 


HERE is, however, another phase of 

currency elasticity in which the type 
of currency issued does make an important 
difference. This is the position of the 
Federal Reserve Bank itself. It makes a 
real difference in the Federal Reserve state- 
ment whether it meets demands for cur- 
rency by issuing gold certificates or Federal 
Reserve notes. A $100 Federal Reserve 
note may represent only $40 in gold, be- 
cause a gold reserve of only 40 per cent 
is required against Federal Reserve notes. 
On the other hand, a $100 gold certificate 
must represent $100 in gold. ‘Thus the 
Federal Reserve Banks can issue, in re- 
sponse to commercial demand which pro- 
vides collateral security, two and one-half 
times as many Federal Reserve notes as 
gold certificates before the reserve ratio 
reached the legal minimum. 

For example, the present amount of re- 
serves of the Reserve Banks is about 
$3,000,000,000; the total amount of deposit 
and note liabilities is $4,000,000,000. The 
reserve ratio is thus three-fourths or 75 per 
cent. If the System paid out some $1,400,- 
000,000 of gold certificates this reserve ratio 
would be reduced to 40 per cent, but $3,- 
500,000,000 additional Federal Reserve notes 
could be ‘issued before the ratio reached 
40 per céat. 

The importance of this secondary elas- 
ticity of currency, due to the expansive 
power it gives the Federal Reserve System, 
was illustrated during the war, when in 
response to war demands Federal Reserve 


notes were issued to the amount of $3,- 
405,000,000, a maximum reached on Decem- 
ber 23, 1920. It is further interesting to 
note that on that date the Federal Reserve 
System could have issued more than $800,- 
000,000 additional Federal Reserve notes 
without lowering the reserve against notes 
below 40 per cent, or the reserve against 
deposits below 35 per cent. 

It does not make any difference to the 
bank customer, or the member bank, or to 
the credit situation outside the Reserve 
Banks, whether the Reserve Banks pay out 
gold certificates or Federal Reserve notes 
to meet currency demands. The gold hold- 
ings of the Reserve Banks are now so large 
that any reasonable demand for cash could 
be met by gold payments without issuing 
further Federal Reserve notes. But in any 
emergency the power to issue these notes 
increases by 150 per cent the amount of 
cash which might be supplied to the coun- 
try. It gives a secondary elasticity which 
has been very important once and may be 
equally important at some future time. 

Summarizing, we may say that: 

Federal Reserve currency has proved it- 
self flexible in war expansion and in post- 
war reductions. 

Since the establishment of the Federal 
Reserve System the currency has been re- 
sponsive to the seasonal and emergency 
needs of business. 

The Federal Reserve Act obtained cur- 
rency elasticity by placing the country’s 
reserve cash in institutions not organized 
for profit, from which currency might be 
withdrawn or to which it might be returned 
in response to the country’s needs. 

While the existence of the Reserve Sys- 
tem gives flexibility to almost all forms 
of currency, the Federal Reserve notes, 
secured in part by commercial paper, pro- 
vides a possible secondary expansion in 
readiness for any emergency. 


Number of Checks 


T. Federal Reserve Banks handled 
742,878,000 checks during 1924. They 
represented $219,832,179,000—roughly one- 
half of the amount of the national wealth. 
While this number of checks means that 
more than six checks were drawn for each 
person in the United States, the figure does 
not approximate the number of checks that 
were handled by the banks in this country. 

No figures are available showing how 
many checks were handled by the banks 
that did not go through the Federal Re- 
serve for clearing. When it is considered 
that the banks themselves cash millions of 
checks annually that are presented over the 
counter and the local clearing houses take 
care of checks that are drawn on local 
banks, it is clear that the number will vastly 
exceed the volume of inter-city checks. 

New York City leads in the point of 
checks issued and handled. The Federal 
Reserve Bank averages more than 400,000 
checks on every business day. 

About five-sixths of the banks in the 
United States are on the “par list,” agreeing 
to pay without deductions for collection 
charges the checks drawn on them and pre- 
sented through the Federal Reserve clearing 
system. 


i Federal Federal 
Reserve Total Reserve Total 
Notes Notes 
1924 

BB. 22 18 40 

4 10 14 
4 Dec. 10....... 5 23 28 

Det, 18 45 63 
; Dec. 24....... 70 54 124 

Bhs sees 80 74 154 

1925 

Jan. 14....... | 67 22 89 


Third Move to Pass the McFadden 


Banking Bill 


HE new Congress wiil be called 
upon to pass the McFadden bill. 
While the movement to modern- 
ize the National Banking Act was 
checked through the failure of the Senate to 
vote during the 68th Congress upon the 
measure that had passed the House of Rep- 
resentatives, the statement is authorized by 
Representative Louis T. McFadden of Penn- 
sylvania, the sponsor of the proposed legis- 
lation, that substantially the same bill will 
be introduced promptly at the next session 
of Congress and pressed to a final conclu- 
sion. 

While disappointed that the measure did 
not advance to the stage of a vote in the 
Senate, inasmuch as it was not anticipated 
that more than seven or eight votes would 
be recorded against it, Mr. McFadden ‘will 
try again to have the banking laws amended 
to put the national banks more nearly on a 
parity with the state-chartered institutions. 
The bill has been pending before Congress 
for about a year and a half. It generally 
takes from two to seven years to put im- 
portant measures through the two houses, so 
slowly does the legislative machinery move. 
Thus, even if the bill does not become law 
before the 69th Congress is well along in 
the approaching “long” session, it will have 
fared better than the average important 
legislative movement. 

It is not improbable that the McFadden 
bill will be augmented by the addition of 
other proposals, as well as refinements in 
the wording of the various sections. Short- 
ly before adjournment was taken, Mr. Mc- 
Fadden introduced a new measure which he 
intends to press at the next session. It has 
three general purposes: To restore the pre- 
war reserve requirements of the Federal 
Reserve System; to improve the relative po- 
sition of the country banks in the mainte- 
nance of reserves, and to prohibit the Fed- 
eral Reserve Banks from issuing notes in 
exchange for gold and forbids the purchas- 
ing in the open market of paper to be used 
as the security for the issuance of Federal 
Reserve notes. At present the author of the 
two bills is considering the advisibility of 
combining these new provisions with the 
original measure. 


To Help Country Banks 


(>= of the conclusions reached by the 
chairman of the House Committee on 
Banking and Currency during the inquiry 
conducted to ascertain why eligible state 


ize More Offices. 


BY MITCHELL IVES 


New Congress To Be Called Upon to Make Measure Law. 


banks and trust companies have failed to 
join the Federal Reserve System was that 
the country banks were at a disadvantage, 
in comparison with the banks in large re- 
serve centers. While it had been believed 
that the Reserve Act, in cutting down the 
reserve requirements of country banks from 
15 to 10 per cent improved their relative 
position, it was found practically that this 
benefit had been offset by the different re- 
quirements with respect to carrying the 
“float.” Before the advent of the Reserve 
System the correspondent banks in the re- 
serve centers carried the float, but this ex- 
pense is now placed upon the country banks. 
The benefit accruing from having to carry 
smaller reserves has been offset by the new 
expense of paying the float. With the de- 
sign of helping the country banks, the new 
changes in reserve requirements have been 
proposed. 

It is his belief that this new feature will 
give more strength to the movement for the 
passage of the McFadden bill, as it will af- 
ford another incentive for the representa- 
tives from the small town districts to sup- 
port it. 

The consideration of the banking measure 
by Congress developed that the Senate and 
the House of Representatives hold differ- 
ent views with respect to certain phases 
of branch banking. The lower house, by a 
substantial majority, voted to check branch 
banking by passing the McFadden bill with 
the Hull amendments, which had the back- 
ing of the American Bankers Association. 
In the Senate, however, opposition to this 
section was so strong that the administra- 
tion leaders, who were hopeful of manceu- 
vering the bill through the legislative jam, 
consented to eliminate entirely the provisions 
relating to branch banking in Section 9. 


Glass Opposes Section 9 


ENATOR GLASS of Virginia, an ad- 

vocate of “well-guarded branch banking” 
who wields influence in the Senate on bank- 
ing legislation, steadfastly fought this sec- 
tion on the ground that Congress should not 
enact a law indirectly influencing state leg- 
islation. He pointed out that this section 
would make it more difficult for state banks 
to join the Federal Reserve System, inas- 
much as any state bank, in order to qualify 
for membership, would have to give up any 
branches it had outside of the city in which 
its principal office was located. As a fur- 
ther objection, Senator Glass pointed out 
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Two Chambers Differ 


No 
Withdrawal of Large National Banks Anticipated as Result of 
Bill’s Failure. McIntosh to Adhere to Past Policies. To Author- 


on. Branches. 


that the section, if enacted into law, would 
deter states, which now do not sanction 
branch banking, from changing their minds, 
even if, in the march of time, they concluded 
that branch banking would be helpful. The 
section, he said, stipulated that even if states 
which do not now permit branch banking 
should later authorize this practice, national 
banks in those states would be forever 
barred from enjoying this privilege. One 
of the means by which state banks were 
persuaded to join the Federal Reserve Sys- 
tem was through passing an amendment of 
the Reserve Act, setting forth that state 
banks, upon becoming members of the sys- 
tem, might maintain whatever rights and 
privileges they held under the state charters. 

In support of his position opposing Sec- 
tion 9, Senator Glass presented an expres- 
sion of views from many governors of the 
Federal Reserve Banks and a statement from 
the Federal Reserve Advisory Council, in 
which they alluded to this feature of the 
proposed legislation, and declared their dis- 
favor of this curb. 

The force of this opposition was so strong 
that the Senate Banking and Currency Com- 
mittee agreed to strike out the whole sec- 
tion before the bill was reported to the 
Senate. While it is probable that the ex- 
pediency of getting the bill to the floor of 
the Senate in one form or another played a 
part in the outright elimination of this sec- 
tion, nevertheless the action revealed that 
there was a rather sharp difference of opin- 
ion in the Senate and the House on this 
question. 


Mclntosh to Take Position 


. the measure comes up for con- 
sideration in the next Congress, it 
doubtless will be necessary for the Comp- 
troller of Currency to take a definite posi- 
tion with respect to this debated section. 
It has been clearly indicated that Comp- 
troller McIntosh will follow the lead taken 
by former Comptroller Dawes and seek to 
carry out his policies. It will be recalled 
that Mr. Dawes approved of the Hull amend- 
ments and insisted that, unless the Mc- 
Fadden bill passed, the national banking 
system would disintegrate and there would 
be a breakdown in the independent banking 
order in the United States. The present 
indications are that the’ Comptroller’s office 
will renew its recommendations, although 
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Illustrated by the Ford Industry 


By GARRARD B. WINSTON 


Undersecretary of the Treasury 


Menace and Danger of Present High Taxes Revealed by a Con- 
sideration of the Injury and Disturbance to Business Which 
Would Follow if the Inheritance Tax Were Levied. Might Check 
Or Destroy the Unity of Policy Which Created the Business. 


T is the province of government to 
raise, by way of taxation, whatever, 
and only whatever, may be necessary 
to carry on the activities of the gov- 
ernment ahd to pay its debts. We should 
not raise more revenue than we need. To 
do so puts a wholly unnecessary burden on 
the country. On the other hand, certainly 
we do not wish to operate the Treasury with 
a deficit. This way leads to destruction. So 
much we are all agreed upon. It is the 
method of raising the revenue which has 
been the subject of political controversy. 
Upon first impression it might appear that 
the government is free to use any method 
of taxation it may desire. Its citizens live 
here; their property is located here, and 
neither they nor their property can elude 
the long arm of the government. So it 
would seem that a nation could take all 
of the earnings of its citizens or all of 
their property, should it so desire. But it 
does not work out that way. We have re- 
cently seen Russia try this experiment. 
There the Soviet government proposed to 
appropriate the banks, the factories and all 
instrumentalities of trade and commerce. 
To a superficial observer, wealth was there 
for the seizing, and it had yielded ample 
revenues to the earlier governments. To 
the economists of Moscow it seemed only 
necessary to enact laws to convert this wealth 
from private to public ownership; yet, when 
the state reached out to grasp this wealth, 
it disappeared into thin air and left in the 
hand nothing but a few tangible objects, 
such as gold and jewels, which are easily 
transported to other countries, where they 
continued to have a realizable value. Wealth 
in Russia ceased to exist. The experiment 
failed. 


Limit to Appropriation 


HIS instance may seem extreme, but the 

principle that you cannot appropriate 
more than a certain amount of a citizen’s 
earnings or property—and taxation is but 
appropriation by the state—continues true. 
The difference between unsound taxation and 
the Russian experiment is simply a question 
of degree. To illustrate: If property passed 
from a decedent to his heirs on an average 
of once in every twenty years, and if in 
twenty years a man could not support him- 
self and his family and accumulate before 
his death as much as his ancestors had paid 
in inheritance taxes—that is, restore what 
the state had appropriated—ultimately in- 
heritance taxes would exhaust the capita! 
in the country and there would be nothing 
left to tax. 


If income tax rates are placed so high 
that capital in productive business no 
longer gives a net return commensurate with 
the risk, capital will go out of productive 
business, lie idle, go abroad, go into tax- 
exempt securities, or find other ways of 
avoiding the tax. So here, too, we have 
an exhaustion of the source from which 
the tax is to be derived and the ultimate 
failure of the tax to produce revenue. 
Again, if income tax rates are so excessive 
that a man of ability finds he must work 
more: than three days a week for the gov- 
ernment and has but three days for him- 
self, he will become discouraged and de- 
cide that the result is not worth the effort; 
less income will be produced; and, again, 
less will be realized from the tax. Re- 
cently a letter came to the Treasury from 
a small farmer in Michigan. He owned a 
few acres which in 1913 were assessed at 
$900, and on which a tax of $13 was levied. 
In 1924 the assessed value had been in- 
creased to $3,200 and the tax raised to $123, 
but the farm failed to produce any more. 
His taxes exceeded the rental value of 
the land and more than the net earnings 
of the property were taken by the state. 
The farm was abandoned and now produces 
no tax. 


Destroying Properties 


HESE are instances of how in our own 

country by unscientific methods of taxa- 
tion we may in ‘some cases actually destroy 
the very earnings or property which it should 
be the principal interest of a government 
to preserve and foster. It is only upon 
these earnings and property of its citizens 
that a government can continue to live at 
all. When it reaches the limits of what 
is known as its taxable capacity, a nation 
has begun to die. 

That taxable capacity is measured by the 
difference between its total quantity of pro- 
duction and its total quantity of consump- 
tion. In other words, it is the surplus, the 
amount which constitutes its savings or its 
increase in capital values. If the govern- 
ment appropriates in the form of taxes too 
large a part of this surplus, one or more 
of three things happen: The quantity of 
consumption is cut down, which means a 
lowering of the standard of living; or capi- 
tal accumulations for extensions, improve- 
ments and new undertakings must diminish, 
resulting in a slowing up of progress and 
lessening eventually of taxable revenue; or 
thirdly, a slackening of effort on the part 
of the citizen will take place when too large 
a part of his earnings are taken in taxes. 
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These eventualities spell disaster, so that 
we must be careful, in fixing the rates of 
tax, not to encroach too far on the limits of 
taxable capacity. 

There is a golden mean, if we can find 
it. In railroading this point is found to 
be the highest rate at which the greatest 
volume of traffic will move. If that rate 
is exceeded, the volume of traffic declines; 
if too low a rate is fixed, the volume of 
traffic increases, but the margin of profit 
declines. In business this point is the high- 
est price -at which the greatest: amount of 
goods can be sold at the greatest aggregate 
profit. 


Governments Must Pay the 
Penalty 


O it is with taxes; governments, no less 

than business and industry, must pay the 
penalty when they violate economic laws. 
If taxes are raised too high, a country will 
slowly but surely destroy itself. It will 
use for daily consumption the seed corn 
on which its future life depends, and the 
spirit of initiative and adventure in its people 
will finally disappear. If taxes are too low, 
the country may continue to éxist, but its 
government will be unable to function effi- 
ciently or to carry on the improvements 
which are necessary to the normal healthy 
development of its people. 

Let me show exactly how principles of 
taxation parallel business. Assuming that 
in any city there were no other facilities 
for borrowing money than the banks, and 
the banks should, in agreement with each 
other, proceed to raise the interest rates 
for loans from 5 to 8 to 12 per cent. 
The borrowers have no other facilities for 
procuring funds. For a time the borrowers 
might meet the interest rates; ultimately, 
however, the banks would find that one 
customer would get along with less money; 
that another customer would quit business ; 
that another customer would go bankrupt; 
that the cost of money was reflected in 
prices, and that buying by the people gen- 
erally was curtailed. In a year or so, in- 
stead of the city being the prosperous city it 
was, industry would be dead and the banks 
would die with it. With the thought that 
they could make more money out of higher 
charges, the banks had increased their in- 
terest rates; the rates, however, were eco- 
nomically unsound, and instead of increas- 
ing their profits, the banks destroyed all 
profit. It is exactly this situation which 
is presented to the Treasury when too high 
rates of tax are put upon our statute books; 
and it makes very little difference in this 
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regard whether the excessive rates are on 
income, on inheritance or on any other source 
of revenue. 


If Too High—Simply Not Paid 


HE reaction to excessive taxation in 

a community is reflected in several ways. 
Among certain people: taxes considered too 
high are simply not paid. The tax is there, 
the taxpayer is there, but through conceal- 
ment or fraud the government is deprived 
of its expected revenue. The tax is ille- 
gally evaded. In the United States we 
do not so much evade excessive taxes as, 
with the ingenuity characteristic of us, we 
take advantage of the many ways offered 
to avoid taxation; that is, legally to escape 
taxation. The effort in taxation, therefore, 
should not be to assess a tax which in the 
first year of its enforcement would raise 
the most money, but to find the tax which 
will continue to raise money over a period 
of years. This is but the application of 
business ideas to taxation, since the princi- 
ple that excessive taxation does not pay the 
government, as a matter of dollars and cents, 
has been frequently demonstrated by sta- 
tistics of income. Invariably, with an ex- 
cessive tax, its yield has fallen off year by 
year, and each time the rate is reduced the 
reduction is reflected in an increase of tax- 
able income. Once the ideally proper rate 
is found, taxes at that rate will probably 
result in as much revenue to the government 
in the long run, year in and year out, as 
the present excessive rates. 

This all brings us back to the originai 
proposition that, while the government may 
seem to have the power to fix its taxation 
rates at will, in reality it is bound by the 
same economic laws as any other business. 
If the Treasury is to be assured of a con- 
tinuance of .sources of revenue, our citizens 
must prosper; and, if they are to prosper, 
the appropriation by the state of their earn- 
ings and property must be based upon eco- 
nomically sound principles. 

I do not say that it is within our power 
to fix with mathematical certainty the ex- 
act surtax rates which will yield the most 
revenue to the Treasury with the least dis- 
turbance to business. We can, however, 
demonstrate the upper limits beyond which 
no rate can go and be economically sound. 
A situation which is, I am sure, quite famil- 
iar is the relative attraction to a man with 
high income of a taxable and a tax-exempt 
investment. Usually the tax-exempt invest- 
ment is a municipal bond and the risk of 
loss is small. On the other hand, a tax- 
able investment can be instanced by a pro- 
ductive business which involves some risk 
for which the investor demands an addi- 
tional income return. We may assume that 
the weight given by the average investor 
to this risk is about 2 per cent. Taxes 
aside, we would then treat a 4% per cent, 
absolutely safe investment as the equivalent 
of a 6% per cent investment where there 
was an element of risk. Under our pres- 
ent maximum income tax rates, the produc- 
tive business must show a gross return of 
12 per cent to be the equivalent, tax and 
normal risk considered, of a 4% per cent 
tax-exempt bond. Now no business, how- 
ever successful, can insure a gross return 
of 12 per cent on the investment. If the 
maximum rates of normal and surtax were 


cut to a 20 per cent total, a 4% per cent 
tax-exempt security would stand on an 
equality, tax and risk considered, with an 
8 per cent productive investment. The dif- 
ference between an 8 and a 12 per cent 
gross return is the difference between rea- 
sonable assurance of safety and speculative 
risk; the first will attract a conservative 
investor, the latter repel him. 


Compare a Tax-Exempt Bond 
With a Taxable Bond 


i we figure a tax-exempt bond against 
a taxable bond of assured equal security, 
a 4% per cent tax-exempt at the present 
tax rates is the equivalent of an 8% per 
cent taxable. There are no bonds of sound 
security yielding 8% per cent. Capital will 
flow to the tax-exempts. On the other hand, 
with the total normal and surtax of 20 per 
cent, a taxable security need yield but a 
little over 5% per cent to be the equivalent 
in net return to the 4%4 per cent municipal. 
With such surtax rates as now exist in our 
law, is there any wonder that tax-exempt 
securities outstanding exceed thirteen billion 
dollars and are increasing at over a billion 
dollars a year? 

This point at which it will be more profi- 
table to a taxpayer to put capital into pro- 
ductive business instead of into tax-exempt 
securities is susceptible to nearly mathemati- 
cal establishment. Where, however, we con- 
sider the other effects of excessive rates of 
tax and approach in a particular field to the 
point of taxable capacity, proof cannot be 
mathematical, but must be drawn from ex- 
perience. Often there come to your notice 
cases where a particular improvement is not 
made, or a particular business is not started, 
because after deducting taxes the risk ex- 
ceeds the value of the expected return. 
Men have dropped business, spend their 
winters in Florida and their summers 
abroad, because on account of taxes, what 
they are permitted to retain under present 
tax rates is not worth to them the labor 
which they must give to acquire it. They 
prefer golf to the further development of 
the country. 


What Would Happen to the 
Ford Industry 


TT cumulative effect on capital and in- 
dustry of this distortion of normal busi- 
ness brought about solely by excessive rates 
of taxation must in time disastrously affect 
our future. Let me give one more example. 
Everyone has heard of the value of stock 
in the Ford Motor Car Company and its 
phenomenal growth. Success of the Ford 
Company does not mean simply that Mr. 
Ford and his son have grown more wealthy. 
It means employment to tens of thousands 
of men and women who thus earn their liv- 
ing; that mines, forests, railroads and ves- 
sels are brought into use; that the public 
has received an efficient and inexpensive 
means of transportation; that the farm is in 
touch with the city, and the worker with 
his office; that we export in large quanti- 
ties to Europe, to Asia, to Africa, to Aus- 
tralia. Yet does anyone stop to figure what 
may be the effect upon this organization if 
its owners should die tomorrow and Fed- 


eral and state death duties be paid out of 
the principal assets of the decedents’ es- 
tates—capital stock of the company itself? 


The value involved is so large and its 
ownership so centered that it is conceiv- 
able that the collection of inheritance taxes 
may check, if not destroy, that unit of policy 
which has created and expanded that in- 
dustry and thus prevent its future prosper- 
ity. Of what avail, then, is it to any 
government if it collects one hundred million 
dollars once in estate taxes and destroys 
a source of income upon which it can rely 
for revenue year after year? 


So out of our experience we are able to 
say that any tax rate, income or estate, the 
burden of which either directly or indirectly 
seriously disturbs business, distorts invest- 
ments, or prevents the growth of industry, 
is inherently unsound and should be re- 
formed. 


The Guaranty Law in 
282 Words 


66 NDERSTAND bank deposit guar- 
anty being proposed in your legis- 
lature,” telegraphed R. B. Clark, president 
of the Bank of Tupelo, Miss., to Paul R. 
Brown, Secretary of the North Carolina 
Bankers Association. “Such a law in any 
form is a snare and a delusion. It is license 
and encouragement to irresponsible banks 
and banking, and penalizes capital solvency 
and prudent banking. It creates a sense 
of security in the minds of the unthinking 
and uninformed that is false and impossible 
to be realized on ultimately. It tends to 
debauch one’s right and duty to be thought- 
ful and discriminating. To compare it to 
legitimate insurance is without reason and 
absurd. It jeopardizes the solvency of all 
banks and the safety of all depositors for 
the theoretical safety of a few. We have 
had it ten years, and the fund is hopelessly 
in arrears. Have been fighting for repeal 
and have made progress. Only repeal can 
save our state system of banks. Many of 
the best are nationalizing even now. Guar- 
anty schemes always have been, are and al- 
ways wil{ be impotent, futile and disastrous. 
Consider Oklahoma, Texas, Nebraska, Mis- 
sissippi and others. It is not new. Has been 
tried, failed and discarded at intervals for 
more than 100 years in this country. No 
well-informed, honest and intelligent mind 
can accept it in principle or practice. Well 
paid intelligently competent supervision, re- 
striction of banks to territory that will war- 
rant sufficient capital investment and en- 
courage surplus accounts is the only sane 
and honest course and will afford all the 
guaranty the depositing public is entitled to 
as compared with all other human affairs. 
Arouse your people and crush the misguided 
effort for all time. To do so will be worth 
whatever it may cost, and the value will be 
to your people generally more than to the 
banks.” 
The bill was reported unfavorably. 


The lure of the guaranty law is like the 
lure of the get-rich-quick stock offering. It 
stimulates the imagination of the unsophis- 
ticated and seems on the surface to be logical 
and workable. It is likely to bob up in any 
session of a state legislature. 
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Russia “Moves All the Same” 


By ROBERT CROZIER LONG 


Correspondent of the London Economist at Berlin 


Against the Opposition of Communist “Die-Hards” There is a 
Movement Toward Restoration of a Normal Economic System 
as Evidenced by What Is Happening in the Hated System of Capi- 
talistic Banking. .The Currency System Down to the Present. 


66 T moves all the same.” To Soviet 
Russia’s economic vicissitudes seven 
years after the Red Revolution and 
four years after the initiation of 

the “New Economic Policy,” Galileo’s re- 

tort to the Inquisition that the earth moves 
all the same, despite his own recantation of 
the heresy that the earth did move, applies 
aptly. Against the opposition of Communist 

Die-Hards, with only timid, irresolute help 

from a handful of fairly reasonable but al- 

ways uncertain Bolshevik magnates, a nor- 
mal economic system does move forward 
toward restoration. 

It is the first invisible movement of 
an advancing tide. For every inch of prog- 
ress due to the moon’s attraction there 
are yards of wave advances and wave reces- 
sions which temporarily obscure the - real 
movement. But the great tide moves on. 
Similarly, after some violent breaks to- 
ward, and some almost equally violent reac- 
tions against, individual initiative in business 
in the last twelve months, private industry, 
trade and finance are today nearer to resto- 
ration than they were at the time of Lenin’s 
death. 

The specially reprobated business of 
banking progresses more rapidly than any- 
thing else. Banks all over Russia are spring- 
ing up, some governmental and _ national- 
ized; some private but with a share of state 
participation and bureaucratic management ; 
some fully private. In the first two months 
of 1925 no week passed without the pub- 
lication in Soviet official journals of an- 
nual balance sheets and profit-and-loss ac- 
counts of banks, mostly with announcements 
of fat “capitalistic” dividends for private 
shareholders, who four years ago would 
have been clapped into jail had they merely 
hinted at the desirability of a banking sys- 
tem. 


Banks Not Being “ Restored” 


TRICTLY speaking, the banks are not 
being restored. They restoring 
themselves by the elementary force of cir- 
cumstances. The Soviet government’s aim 
is not at all to propitiate a detested “bour- 
geoisie,”’ but to save industry. The gov- 
ernment has discovered that nationalized in- 
dustry, not to mention private industry, could 
not even exist without a credit system. This 
was first formally admitted in November 
last by Lenin’s successor, Ruikoff, when, 
having told the Moscow Labor Unions Con- 
gress that private trading must be per- 
mitted, he added that no kind of trading 
could exist without banks. 
This avowal had its antecedents. After 
Lenin’s death the Communist Die-Hard fac- 


tion succeeded in closing down some thou- 
sands of private retail stores and replac- 
ing them with stores run by the state or 
the cooperatives. The experiment nearly 
wrought the ruin of an already badly shaken 
nationalized industry; for whereas the pri- 
vate traders had paid in cash for such goods 
as they purchased from the state manu- 
facturing trusts, the cooperatives which took 
their place paid only one-third in cash and 
the rest in bills. When the trusts tried 
to convert the bills into cash they failed, 
and from lack of working capital the trusts 
were obliged to reduce their output and to 
discharge thousands of employees. At this 
crisis the scarcity and smallness of the pri- 
vate banks began to tell. “If private bank- 
ing were encouraged,” said the open spoken 
Ruikoff, “our trusts would be paid in cash, 
because the banks would negotiate the bills.” 

This sensible, obvious discovery is having 
its effect today. Since Ruikoff’s speech to 
the labor unions, banking institutions have 
developed more vigorously than at any time 
since the first Bolshevic State Bank was 
founded in 1921. 

Banks can no more operate without money 
than dairies without milk. The revival of 
Russian banking is an outcome of the cur- 
rency reform. The State Bank arose be- 
fore the currency reform even began, but 
it languished until the creation of the gold- 
secured “tchervonetz” in 1922. In the worst 
days of Central Europe’s currency instabil- 
ity, German and Austrian banks easily car- 
ried on business. But that was because Ger- 
man and Austrian banks had never ceased 
to operate. Russian banking, having died 
entirely, could not have been reborn in the 
welter of “Tsar roubles,” “Duma roubles,” 
“Kerensky beer-labels’ and “Sovznaks” 
(Soviet state notes), which followed one an- 
other and overlapped one another in 1914- 
1922. Good crops in 1922 first made possible 
the restoration of a “capitalistic” currency 
in the shape of the “tchervonetz.” Even 
after that currency chaos prevailed, and it 
was not until a year ago that a complete 
currency reform was put through in a way 
which made possible the revival of banking. 
Therefore, though private banks were in 
existence in early 1923, the real history of 
Soviet-Russian banking begins only in 
March, 1924, 


Two Operations in Currency 


Reform 


= Soviets’ currency reform in fact 
consisted of two separate operations, 


which were separated by nearly a year and 
a half: 
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1. By decree of October 11, 1922, the 
State Bank, which had just completed one 
year of existence, was authorized to issue 
notes in denominations of the “tchervonetz,” 
a unit equal to 10 pre-war gold roubles, or 
to 7.744 grams of fine gold. This issue was 
to be backed by at least 25 per cent of 
cover in precious metals or stable foreign 
exchange. The remaining 75 per cent of 
the issue was to be fully covered with short 
bills or easily realizable wares. 

2. Being approximately $5, the “tcher- 
vonetz” was too big a denomination for re- 
tail trading. Further the “Sovznaks,” or 
state paper money, continued to depreciate 
so rapidly that balancing the budget by 
means of new emissions became hopeless. 

Thereupon arose a second stable currency. 

On February 5, 1924, the Soviet govern- 
ment decreed the issue of stable treasury 
notes in denominations of 1, 3 and 5 gold 
roubles. On February 15 it was decreed that 
emissions of “Sovznaks” cease. A few days 
later appeared a decree providing for the 
coinage of silver in denominations of 1 rouble 
and 50 kopecks, and a final decree ordered 
the provisional issue of paper “bonds” in de- 
nominations of 1, 2, 3 and 5 kopecks. Coins 
and “bonds” were token money of the treas- 
ury note issue, not of the “tchervonetz” 
issue. For the treasury notes no special 
security was provided. They were declared 
convertible at sight into “tchervonetz” notes, 
which were in turn secured by a legal cover 
system. 

This system could escape depreciation only 
if the issue of treasury notes was limited, 
and so it was. The last currency reform 
measure was a decree of March which called 
in all paper “Sovznaks” for exchange at the 
rate of 50,000 paper roubles to 1 gold- 
secured rouble. As the paper rouble had 
already been devaluized in the ratio of one 
million to 1, the real exchange rate was 
50 billions to 1. Even on its death-bed the 
paper rouble was healthier than the Ger- 
man paper mark, which was _ ultimately 
stabilized at 1 trillion to 1. 


Not Beyond Experimental 
Stage 


Soviet currency reform has several 
weak points, and it is not yet past the 
experimental stage. But it provided pro- 
visionally a homogeneous stable currency. 
The “tchervonetz” gained in stability from 
the later treasury note reform. In Moscow 
in the last quarter of 1923 the value of the 
“tchervonetz” in American currency fluctu- 
ated very considerably—between $5.027 and 
$4.545, whereas throughout the last quarter 
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of 1924 it remained fully stable at $5.141. 
After the “tchervonetz”’ reform state 
banking and private banking first gained the 
possibilities of expansion. After the treas- 
ury note reform—that is during nearly all 
of 1924—these possibiltties were greatly en- 
larged. The revival of banking, like all 
other Russian revivals of “capitalistic” meth- 
ods, illustrates at once Bolshevik obduracy 
in economic doctrinairism and Bolshevik 
submissiveness to hard economic facts. 
The first Bolsheviks would tolerate no 
banks. They liquidated even the State Bank 
and established instead an Accountancy Bu- 
reau, whose function was merely to regu- 
late interdepartmental finance. When this 
proved an utter failure, Lenin declared open- 


ly for the general restoration of banking. 


His followers, not being so highly placed 
that they could afford to ignore charges of 
apostacy, professed to be shocked. When 
ultimately they agreed to restore the abol- 
ished credit system, they pretended, in 
Bucharin’s words, that they were merely 
“stealing capitalism’s weapon in order to 
give capitalism the death-thrust.” 

In reality, the Bolsheviks were slavish 
imitators. In their banks today there is not 
a single Communist feature. Even names 
are borrowed from the capitalistic past; the 
Bank of State (Gosudarstvenni Bank), the 
Bank of Commerce and Industry (Torgo- 
vopromuishlenni Bank) and the Bank for 
Foreign Trade (Bank dlia Vneshnei Tor- 
govli) all flourished under these names in 
the days of the Romanoffs. Only in tearing 
down is Bolshevism original; in building 
up it invariably copies, and it copies crudely 
though with a certain fidelity. 


Like the Old Bank of State 


HE new Bank of State is like the old 

Bank of State. It can transact all or- 
dinary banking business—grant credit to 
industry; make advances on security of 
precious metals up to 90 per cent, on wares 
to 75 per cent, on foreign securities to 60 
per cent of their Bourse quotation value. 
Worst of all, the Bank of State was from 
the first proclaimed to be a_ profit-making 
institution, and a considerable profit maker 
it duly became. 

At first it languished hopelessly. It im- 
proved when the “tchervonetz” appeared, 
and it began to flourish when the currency 
reform was completed. Its credits to business 
rose from a mere 4,800,000 roubles in March, 
1923, to 147,000,000 in September, 1923, and 
to a round 300,000,000 roubles early this 
vear. By December, 1924, its operations 
had so developed that a capital increase 
to 100,000,000 roubles was required. Nec- 
essarily, as business revived and as_bank- 
ing operations were resumed in branches and 
in districts which had done without a bank 
for years, circulation greatly increased. But 
the emission department of the bank kept 
the “tchervonetz” circulation within the 
legal cover limits. The treasury note cir- 
culation, as shown below, has greatly in- 
creased, but the explanation is that at the 
first of the two dates given treasury notes 
had been in existence only a very short 
time. The total circulation is small for a 
country of Russia’s dimensions, which at 
the end of 1913 had a note and gold cir- 
culation of 2,222,000,000 roubles. The 
“tchervonetz” circulation here is given at 


its value in gold roubles, that is multiplied 
by 10: 
ToTaL CIRCULATION OF: 
Tchervonetz Treas. Notes Both 

Feb. 11, 1924.. 267,151,600 62,022,900 329,174,500 
Feb. 11, 1925.. 371,730,400 352,289,000 724,019,400 

If Soviet budget estimates are fulfilled, 
there is no reason whatever why inflation 
should be resumed. The last budget showed 
such a small deficit that it was proposed 
to supply the deficiency out of the profit 
reaped from the coinage of silver. This 
optimism sounded suspicious, but it is a 
fact that circulation declined—for the first 
time since 1914—in January, 1925. This may 
be a sign that normal conditions are being 
approached, for before the war, when cir- 
culation fluctuated mainly under influence 
of seasonal changes in the activity of busi- 
ness, it fell invariably in January. Crop 
movement months, that is, August to Oc- 
tober, witnessed as in other food-producing 
countries, the heaviest demand for credit 
and cash. 


Poor in Capital 


EING managed on “capitalistic” lines, 

the Bank of State seems to be a suc- 
cess. Its greatest success lies in the fact 
that the program according to which it 
was founded has not been adhered to. The 
program was that it should have a bank- 
ing monopoly in all Russia. “State capital- 
ism,” replacing private capitalism, was to 
prevail in banking as well as in industry. 
But here again practical exigencies upset 
theories. The monopoly had to be aban- 
doned. By March, 1923, five private banks 
were in operation, and since then numerous 
banks have been founded under conditions 
which do not materially differ from those 
of Tsarist Russia. Considering the great 
areas and population which they serve, all 
these banks are extremely poor in capital. 
But they develop rapidly, and they seem to 
enjoy public confidence. Some of them are 
active profit makers, dividends rising to 
20 per cent. The best example of rapid 
growth, though it is not properly a com- 
mercial bank, is the “Vseko Bank,” or bank 
of the combined cooperative associations. 
This institution started three years ago with 
a capital of only 37,000 roubles. It now 
has a capital of 13,000,000 roubles, a balance 
sheet totaling 100,000,000 roubles, affiliations 
in Riga and London, and very considerable 
plans for further expansion. 

With the “Vseko Bank,” all the other 
banks which have. of late sprung up have 
one thing in common. That is rapid growth. 
These banks fall into three classes. Some 
are general commercial banks conducting 
all branches of banking business in all dis- 
tricts; some are special industrial banks 
which confine themselves to financing one 
branch of manufacturing; others, finally, 
are regional banks, often with a strong na- 
tionalistic sentiment behind them. To the 
first class belongs the Bank for Foreign 
Trade, which sprang out of the Russian 
Bank of Commerce, founded by the Swede 
Olof Aaschberg in the fall of 1922. This 
was the first foreign bank in Soviet Russia. 
Two years after foundation, the Soviet For- 
eign Trade Commissariat took over the 
shares, and simultaneously the capital was 
increased from 10 million to over 20 mil- 
lion roubles. With it rank the Industrial 
Bank, founded to finance industry and trade, 


and the Moscow Trade Bank. There is also 
a Moscow City Bank. To the second class 
belong the new Agricultural Bank, which 
has a capital of 40,000,000 roubles, and 
the Electro-Bank. The third class is made 
up of the Ukrainian Bank, the Central- 
Asian Industrial Bank, the Far-Eastern 
Bank, the Mongolian Commercial Bank and 
several more. 

The expansion of the Industrial Bank 
(called by Russians the Prombank) has 
been particularly rapid. Its paid-up capital 
has increased from 1,500,000 roubles to 
31,700,000 roubles, and is about to be in- 
creased to 75,000,000 roubles. Its activities 
are spreading everywhere in the provinces. 
At the annual shareholders’ meeting in Feb- 
ruary this year, President Ksandorff re- 
ported that the bank’s operations are in- 
creasing much more rapidly than industry ; 
whereas industrial production is estimated 
to have risen 45 per cent in 1924 over the 
figure of the preceding year. The bank’s 
balance sheet total in one year grew from 
87 to 277 million roubles, and its loans from 
44,900,000 to 166,500,000 roubles. The 
“Prombank” is a very considerable profit 
maker. For 1924 it reports gross profits 
of 29,800,000 roubles, net of 8,456,000 rou- 
bles, and it has declared a dividend of 15 
per cent. 

The Bank for Foreign Trade is of smaller 
dimensions. Its new official associations 
have by no means fostered its development. 
Its present capital is 21,940,000 roubles. The 
balance sheet for February 1, 1925, totals 
88,507,628 roubles—discounts being 29,109,- 
650 roubles; advances, 25,130,409 roubles, 
and deposits 24,733,789 roubles. The re- 
gional banks are expanding, but their op- 
erations thus far are small. In October, 
1924, the Central-Asian Bank, after six 
months of operations, presented a balance 
sheet totaling 21,593,807 roubles—discounts, 
2,627,000 roubles, and deposits, 4,876,531 
roubles. On an average the operations of 
a Russian bank more than doubled in vol- 
ume in 1924. Deposits of all banks, in- 
cluding the State Bank but excluding ag- 
ricultural credit banks, rose from 239,- 
000,000 to 592,000,000 roubles, or from $119,- 
500,000 to $296,000,000. 


Banking Still a Pigmy Affair 


OMPARED with conditions three years 

ago, banking has made great progress. 
Measured by pre-war conditions it is still a 
pigmy affair. In 1910 Russia had 1502 
banks and credit institutions, including 34 
commercial banks with 359 branches, 407 
mutual credit associations, and 278 municipal 
banks. The combined balance sheets of the 
34 commercial banks totaled 2,611,643,000 
roubles; discounts totaled 837,545,000 rou- 
bles; advances, 66,666,000 roubles; capital, 
313,374,000 roubles, and deposits, 1,262,217,- 
000 roubles. These totals were themselves 
small for a country of Russia’s population ; 
but the mass of the population was outside 
the sphere of banks. The totals of the new 
Soviet banking are insignificant. Their im- 
port lies merely in the speed of growth 
which they show. The foundations of a re- 
turn to normal credit conditions have been 
laid, and if there is no new plunge into 
reaction by the Communist Die-Hards, 
banking is bound to regain pre-war dimen- 
sions within a very few years. 
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The Burden of Fixed Charges 


on Farm Lands 


BY HOWARD H. PRESTON 


Anticipated Income Sets the Value of Agricultural Lands Rather 


Than Current Earnings. 


Farm Mortgages Exceed 8 Billion 


Dollars But Fixed Charges Are Not Unduly Burdensome. 
Country Enters Upon Period of Stationary or Declining Values. 


URING the post-war land boom 

a farmer was being urged to go 

into debt to buy a piece of land 

that he had hoped one day to 
own. He finally referred the question to 
his wife, who expressed her opinion about 
as follows: “I think this is a better time to 
pay debts than to make them.” In that 
single sentence she set forth a credit policy 
the soundness of which has been abun- 
dantly demonstrated. But unfortunately the 
prosperous war period was not a time in 
which farm profits were used to liquidate 
debts. On the contrary, prosperity was 
capitalized, land prices boomed and the ag- 
ricultural industry placed in a position where 
thousands of farmers were unable to with- 
stand the adverse conditions which followed 
the crisis of 1920. 

Liquidation and low prices have not been 
experienced by agriculture alone, but in this 
field the depression has been exceptionally 
severe and long continued. L. M. Graves, 
secretary of Howard-Moorhouse, Inc., ot 
Chicago, estimates that from 175,000 to 200,- 
000 farms have been lost either with or 
without formal foreclosure. This repre- 
sents nearly 5 per cent of the owner-oper- 
ated farms of the United States. Moreover, 
thousands more have been enabled to hold 
their land only through the leniency of 
creditors. Data from the Department ot 
Agriculture’s survey of the wheat situation 
in 1923-24 indicate that less than one-fourth 
of the farms lost were purchased during 
the boom period. Speculation in land, there- 
fore, does not entirely explain the trouble. 


The Crisis of 1920 


OR American agriculture the crisis of 

1920 brought to an end a period of about 
a quarter of a century of almost uninter- 
rupted prosperity. Landowners had _ seen 
the value of land double and quadruple. 
That prosperous age lost sight entirely of 
the hardships of former years. In the corn 
belt states farm land always had gone up, 
and it was apparently assumed that it always 
would. While it was true that good corn 
land had constantly risen, it was not true 
of all farm land. In the decade of the 
nineties the average value of farm land per 
acre, as reported by the census for the United 
States as a whole, fell from $21.21 per acre 
to $19.81. For a generation after the de- 
pression of the nineties, land values rose 
steadily. The decade 1900 to 1910 saw the 
average value per acre of all farm land and 


buildings in the United States increase from 
$19.81 to $39.60. Again in the succeeding 
decade, the value nearly doubled, rising to 
$69.38 in 1920. In certain states the rise 
was much more marked; Iowa land averaged 
$96 in 1910 and $255 in 1920. The pioneer 
farmers who had gone through the depres- 
sion of the nineties were replaced by a 
generation that had seen land values rising 
rapidly year after year. Foreclosures on 
farm mortgages were rare. The “calamity” 
mortgage was known only to the writer of 
fiction. 


Burden on Farm Land 


N this period of rising land values there 

was a great increase in farm mortgage 
indebtedness. The United States Census 
Bureau obtains data of mortgages on owner- 
operated farms only. In 1890 farms oper- 
ated by their owners were mortgaged for 
$1,085,995,960; in 1910 the figure was $1,- 
726,172,851, and by 1920 it had mounted to 
$4,003,767,192. These figures, while not giv- 
ing the total amount of mortgage indebt- 
edness, do indicate the trend. The total of 
all farm mortgages was estimated by the 
Farm Mortgage Bankers in 1922 at $8,000,- 
000,000. Other estimates place the figure 
still higher, and if purchase-money mort- 
gages are included, it is doubtless correct 
to accept the higher figures. 

It is generally agreed that farm mort- 
gage debt has ceased its rapid expansion. 
Few land transfers have occurred in the 
past two or three years. Improvements 
have been held to a minimum, as dealers 
in building materials can eloquently testify. 
Most of the mortgages made recently have 
been to pay pre-existing indebtedness, either 
mortgage or personal. The Federal land 
banks have shown a big increase in loans 
since 1921, but of these approximately two- 
thirds have been used to refund old mort- 
gages. The second most important reason 
for borrowing has been to replace personal 
indebtedness by mortgage indebtedness. On 
the other hand, some reduction in mortgage 
debt has occurred, due to the fact that many 
farms have been repossessed by former 
owners, and purchase-money mortgages have 
been cancelled. 

Coincident with this growth in mortgage 
debt was a growth in personal and collateral 
loans to farmers by banks and other lend- 
ing organizations. A study of bank loans 
to farmers, published by the United States 
Department of Agriculture in 1922, showed 
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that the banks of the United States had 
made personal and collateral loans amount- 
ing to about $3,870,000,000. Data are not 
available as to the amount of store and 
other credit, but it is known to be consider- 
able especially in certain sections. 


The Growing Tax Burden 


HE growing tax burden is another fac- 

tor in the fixed charges against farm 
income. Statistics upon this point are in- 
complete, but such as are available show a 
heavy and growing burden. Data, based 
upon 155 farms in Ohio, Indiana and Wis- 
consin, published in the 1922 Yearbook of 
the United States Department of Agricul- 
ture, showed that taxes constituted less than 
10 per cent of the farmers net receipts in 
1913 and over 30 per cent in 1921. Taxes 
on farm land are largely local in origin, 
improved highways and schools accounting 
for the greatest proportion of the recent 
increase. The automobile has made the im- 
proved highway inevitable. It does not fol- 
low, however, that counties or states should 
saddle upon themselves large bonded debts. 
A program consisting more largely of “pay 
as you go” would be slower but safer. The 
farmer should share in the cost of road 
construction, but in some states, a more 
equitable distribution of the road costs be- 
tween real estate and motor vehicles is im- 
perative. Better schools are also needed, 
but extravagance in the name of education is 
not warranted. According to L. M. Graves, 
in the aforementioned study, fixed charges 
on agriculture are now from 1650 million to 
1700 million, including 570 million for mort- 
gage interest, 210 million for interest upon 
personal debt and 875 million for taxes. 
Fixed charges have remained about stable 
since 1921. Meantime he estimates that 
gross cash income has risen from 7.5 billion 
to 10 billion. The burden, therefore, is less 
than it was three years ago, but is still 
much above the pre-war figure. 

Even with this increase, American agri- 
culture as a whole is not carrying an ex- 
cessive burden of fixed charges. The cen- 
sus of 1920 placed the total value of farm 
real estate at 66.3 billion—54.9 land and 
11.4 buildings. Added to this is about 8 
billion in farm implements and_ livestock. 
The amount of credit used in proportion 
to proprietor’s capital cannot, therefore, be 
considered excessive. In terms of the 
percentage of fixed charges to land value, 
the burden on agriculture has decreased dur- 
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ing the past thirty years. This is due to 
the phenomenal increase in land value. I 
believe the sound basis for arriving at the 
extent of the burden on the industry as a 
whole and also upon any unit thereof to be 
the relation of fixed charges to cash in- 
come. Mr. Graves has shown us the ten- 
dency for the burden to increase when 
measured by this standard. 


Necessity for Farm Credit 


U is not the writer’s purpose, however, to 
paint a gloomy picture for American ag- 
riculture. He does not believe with Mr. 
Morman, economist of the Federal Farm 
Loan Board, that “farmers are being driven 
into a condition of perpetual financial bond- 
age.” Mortgage credit is essential to the 
best utilization of farm land. The day of 
free land and homesteads is largely past. 
Three principal means of acquiring land 
are open at the present time: inheritance, 
saving and credit. 

Hundreds of farms will be acquired by 
inheritance. The economical unit for farm- 
ing, however, has increased with the im- 
provement in farm machinery. The average 
Iowa farm in 1910 was 156.3 acres, twenty- 
three acres larger than the average farm 
of 1880. Subdivision of the land, there- 
fore, has not been feasible. As a result 
rural population has actually decreased in 
some states and has declined relatively in 
the country as a whole. This has a tendency 
to increase the volume of mortgage debt 
at the time of inheritance; one heir remain- 
ing on the farm buys the shares going to 
his brothers or sisters in the city. 

Purchasing farm land entirely out of 
savings is not economical. During the pe- 
riod of accumulation the farmer would pre- 
sumably be a tenant. It is generally agreed 
in America that ownership promotes better 
utilization of the land than tenancy. As 
early as possible, therefore, it is socially 
desirable to convert the tenant into an owner- 
operator. 

Credit is inevitable and desirable to en- 
able tenants to buy land. Landowners also 
need additional capital to improve or develop 
their land. Farm mortgages properly placed 
have proved a foundation of prosperity to 
the farmer and to the community. Hence 
it may be expected that farm ‘mortgages 
will not be materially reduced in the aggre- 
gate. As noted above, the present situation 
is not intolerable, but further increase should 
be checked if our debt is not to become ex- 
cessive. 


Proper Basis for Farm Loans 


| i it is granted that the aggregate burden 
of fixed charges upon the agricultural 
industry as a whole is not excessive, it does 
not follow that individual farms are not 
being overburdened. This question can only 
be answered by a study of the proper basis 
for farm loans. 

It is a conservative rule of corporation 
finance that the maximum interest charges 
upon outstanding bonds should not exceed 
the income available for interest payments 
in the poorest year. But the same principle 
is not used in determining the maximum 
amount of farm mortgage credit to which 
an individual farmer is entitled. Laws regu- 
lating farm mortgage investments of na- 
tional banks, insurance companies, trust 


funds, etc., limit these institutions generally 
to an amount not to exceed 50 per cent of 
the actual value of the land offered as se- 
curity. The proportion loaned on the value 
of the improvements is usually less, 20 per 
cent, for instance, being the legal limit in 
loans from the Federal land banks. State 
rural credit laws have generally adopted 
the same standard, but in some cases, e.g., 
South Dakota, Montana and Oklahoma, a 
higher proportion than this may be loaned. 
But in all cases a given margin on land value 
is the test of conservative financing. No 
effort is made to relate the interest payments 
to the land income. 

Ordinarily there should be little or no con- 
tradiction between the value of the farmer’s 
land and the income therefrom. In theory 
the value of land is a capitalization at the 
current rate of interest of the annual income 
received by its owner. Land has no cost of 
reproduction, and hence no normal price in 
the sense in which freely reproducible capital 
goods may be said to have a normal value. 
In cases where a fixed income may be as- 
sumed, as is practically the case where an 
urban site is leased for a very long period, 
the problem of valuation is relatively simple. 
It would be simplified still further, if the in- 
terest rate could be assumed to be constant. 
But, as a matter of fact, land incomes are 
not fixed, but are either rising or falling. 
The interest, while subject to change, is less 
variable. In practice, therefore, the value 
of land depends chiefly upon the capitaliza- 
tion of its anticipated income. This is at 
best but an estimate, and in the case of 
farm land there are complicating factors 
such as home and community advantages, 
desire to be located near schools, churches, 
or within a certain racial or religious group. 


In the Corn Belt 


T was a matter of common observation 

in the corn belt states during the decade 
preceding the World War that farm land 
was selling at a price so high that the 
current income, especially if rented for cash, 
was well below the yield on high grade 
investments. That this was true is abun- 
dantly shown in a comprehensive study pub- 
lished a few months ago by the United States 
Department of Agriculture (Bulletin No. 
1224). Data were secured on 154,653 cash- 
rented farms in 567 counties in all parts of 
the United States. These counties were 
then grouped into districts without reference 
to state lines, the effort being to bring to- 
gether the principal types of agricultural 
production. Data were obtained from the 
census of 1920 and checked from indepen- 
dent sources. In district No. 10, including 
over 9000 farms in Central Illinois, Iowa, 
Southern Minnesota, Eastern Nebraska and 
a few counties in Wisconsin, South Dakota, 
Missouri and Kansas, the ratio of gross cash 
rent to value was found to be 3.3. After 
deducting taxes, upkeep and depreciation of 
buildings, the ratio of net rent to selling 
value was found to be 2.4 for this group. 
Some of the districts showed even lower ra- 
tios, while on the other hand, the percentage 
of gross rent to value was over 11 per cent 
in the highest district. But the average rate 
of return on the farms studied proved to 
be very low—not even equal to the interest 
on Liberty bonds. 

The willingness of landowners to accept 


such a low return on their investment ap- 
pears to be due primarily to the anticipation 
of higher future returns. Confirmation of 
this opinion is found in the fact that the rate 
of return was lowest where farm rents and 
values had been increasing most rapidly dur- 
ing the preceding twenty year period. 

The first conclusion to be drawn from 
this study of the relation of land income 
to land value is that land value bears little 
relation to current income. It is an Eng- 
lish practice to express the value of land as 
“twenty years’ purchase,” meaning thereby 
the value is twenty times the annual rental. 
In America too little attention has been paid 
to the land income at the time of purchase. 
Anticipated returns may not be realized. It 
is a matter of practical importance to a 
borrower to consider carefully how much 
of the value the land, upon which the loan 
is being made, is based upon anticipated in- 
creases in income. If the percentage of the 
value of land that is based upon anticipated 
increases in income is great, the tenant is wise 
to remain a tenant until he has acquired a 
large enough sum, through saving, to enable 
him to acquire a good sized equity in the 
farm so that he may be able to meet in- 
terest payments during the early years of 
ownership. 


Loans and the Periodic Crop 
Failure 


VEN when the ratio of land income to 

land value is low, loans up to 50 per 
cent of the market value have generally 
proved safe both to borrower and lender. 
The chief exception lies in those sections 
where there is the possibility of periodic 
crop failure. 

If the rule of basing fixed charges upon 
income in the poorest year should be applied 
to agricultural loans, large sections of the 
country would be deprived of credit entirely. 
This would be impracticable and undesir- 
able. Credit is essential to the best utiliza- 
tion of the land. An average return over 
a period of years must be taken as the 
basis of cash rents, land value and credit 
extension. The problem then becomes one 
of providing for the years of crop failure 
or exceptionally low prices. 

B. M. Anderson, Jr., holds that the weak- 
est point in the farmer’s financial policy is 
his failure to create liquid reserves in pros- 
perous years to provide for the inevitable 
lean years. His proposal to educate the 
farmer to a sound investment policy is 
theoretically good, but in my judgment can- 
not be expected to have very wide applica- 
tion under present conditions. No other in- 
dustry has 6,000,000 independent managers. 
It is doubtful if the stockholders in the in- 
dustries cited by Mr. Anderson would have 
created as large reserves in the prosperous 
years if free to consume the war profits. 
Progress can be made in this direction, but 
it will be slow. 

North Dakota has a unique feature in her 
rural credit law, which provides that exten- 
sions may be made on the payment of prin- 
cipal and interest, if a mortgagor’s reason- 
able income is reduced one-half by crop fail- 
ure. The granting of extensions is at the 
discretion of the industrial commission. If 
mortgages made on such terms were sold on 
the market, it is unlikely that they would 

(Continued on page 644) 


Aids the Farmer Going and 


Coming 


By C. B. SHERMAN 


U. S. Department of Agriculture 


Twenty-five Thousand Growers of Seeds Cooperate in the Gov- 
ernment’s Efforts to Improve the Industry and to Furnish Accu- 
rate Information for Benefit of Agriculture. Economic Gain in 
Prospect as the Result of Delinting and Recleaning Cotton Seed. 


N the cycle through which seeds pass 

from the time they are harvested until 

they are planted the farmer is both 

seller and buyer. He is both producer 
and ultimate consumer. Improvement in the 
seed industry, therefore, aids the farmer 
both going and coming. So, too, it aids, 
either directly or indirectly, all those inter- 
mediaries through which these seeds pass 
in that cycle, for only about 50 per cent of 
the farmer seed-producers sell direct to the 
farmers who later plant this seed. 

The seed business, as conducted, is largely 
a speculative business rather than a mer- 
chandising one. As one of the first steps in 
putting the seed business on a firmer foun- 
dation the Wholesale Grass Seed Dealers’ 
Association at its last meeting went on rec- 
ord as favoring studies on the certification 
and marketing of field seeds, and offered to 
cooperate with the United States Depart- 
ment of Agriculture in this work. Preli- 
minary work on the cost of marketing seeds 
has accordingly been started. 

The Department of Agriculture was the 
pioneer in seed marketing studies in this 
country. For many years it has been prose- 
cuting its studies vigorously and since, dur- 
ing recent years, it has been putting results 
of these studies into practical use, it has met 
with hearty response from the trade. 


Where Surplus Comes From 


Bast to plans for improvement was a 
determination and charting of the areas 
that normally produce a surplus, or a suffi- 
cient, and an insufficient quantity of each of 
the most important kinds of field seeds. 
Such studies have been under way in this 
country for some years. Results have often 
been reduced to map form for graphic effect 
and these maps have been in great demand. 
The devious routes from seed producer to 
consumer have been straightened and short- 
ened as a result of this work. 

But the seed business is international and 
the need for accurate foreign information 
has been evident. To wartime effects on the 
seed industry first-hand study was given 
during that emergency, when the Depart- 
ment had been authorized by law to conduct 
seed surveys showing stocks, receipts, im- 
ports, and exports of field and vegetable 
seeds, and acreage and yield per acre figures 
for vegetable seeds, that the government 
and the public might know of any shortages 
or surpluses that might affect the produc- 


tion of crops to feed this country and our 
Allies, but foreign studies of normal con- 
ditions were made for the first time last 


year. 
Where in Europe are the largest quan- 
tities of agricultural seeds produced? 


What districts produce the best grade of 
seed? When are seeds ready for export to 
this country? What countries are the chief 
competitors of the United States in the pur- 
chase or sale of various kinds of seed? 
What seeds are discriminated against in the 
European trade? What kinds and in what 
countries are American-grown seeds in 
greatest demand? How does certain seed, 
found unsuitable for general sowing in the 
United States, find its way into this coun- 
try? To these and other questions close 
study was given last summer by a repre- 
sentative of the Department in most of the 
important seed markets in Europe. 

Prior to the war the United States im- 
ported more seed, especially red clover, from 
Germany than from any other country, and 
yet Germany produced less seed of nearly 
all kinds than was needed for her own sow- 
ing requirements. To avoid circuitous 
routes is almost as important in international 
trade as in domestic trade. Recently a num- 
ber of countries have been exporting seed 
to the United States direct instead of 
through Germany and elsewhere, but there 
still remains a gap between the seed pro- 
ducer in Europe and the consumer in this 
country that may well be shortened. The 
European seed studies will undoubtedly help 
to bring this about. 


Keeping Dealers Informed 


AS reporting service is conducted to 
keep seed growers, dealers and con- 
sumers informed as to the supply of and de- 
mand for the important kinds of field seeds 
and prices and quality of them, to assist 
growers, dealers and consumers in buying or 
selling seeds more economically or efficiently. 
This information must reach the grower be- 
fore he sells his seed crop and likewise must 
go home to the seed consumer before he is 
ready to buy seed. Through this service the 
large and small buyers and sellers have been 
placed on more nearly the same plane than 
ever before. Mimeographed reports are 
issued as soon as data have been compiled 
and during the main seed-selling season 
weekly seed reviews are broadcast by radio. 

These reports issued for several years past 
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have been greatly increased in value by the 
foreign study and by the contacts secured 
and flow of information provided for, at 
that time. Information for the United 
States alone is not a reliable indicator of 
the trend of future seed prices for some 
kinds of seeds. Seed production and de- 
mand in Europe and elsewhere may affect 
prices in the United States more than a 
large or small crop in the United States. 
For instance, the 1923 crop of red clover 
seed in this country was only about half as 
large as the 1922 crop. Nevertheless, prices 
in the spring of 1924 were only a little 
higher because Europe produced a large 
crop in 1923. Thus it is necessary that in- 
formation regarding European production 
and demand for seeds be available to pro- 
ducers in the United States as soon as pos- 
sible. The red clover seed situation of this 
year in Europe and Chile is being closely 
watched by the Department and the seed 
press has been informed regarding the 
smaller supply, compared with last year’s, 
that apparently may be expected in those 
regions this season. 


25,000 Growers Cooperate 


|= information for the Department’s 
seed reports is secured through the co- 
operation of upwards of twenty-five thou- 
sand growers and twenty thousand shippers 
of seeds. Information obtained from them 
is supplemented by first-hand data collected 
in important producing sections by a repre- 
sentative of the Department, by information 
obtained from State Agricultural Statis- 
ticians, and from special correspondents in 
this country, in Canada, Europe, South 
America, Australia, New Zealand, and 
South Africa. 

Specific and rather elementary help needed 
by many farmer-producers has been supplied 
by means of printed seed marketing sug- 
gestions relating to the preparation of seed 
for market—threshing, cleaning, sacking, 
sampling, testing, tagging, and _ storing; 
hints as to where, when, and how to sell 
seeds for the grower or dealer who has 
seed for sale; and where, when, what, and 
how to buy seeds to best advantage for the 
farmer or dealer who wishes to purchase 
seed. 

Some consideration has been given to seed 
standardization because eventually seeds will 
probably be bought and sold on standard 

(Continued on page 639) 
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How to Exact Service Charges 


By EDWARD H. EFFING 


Cashier Glenside National Bank, Secretary-Treasurer Glenside Bank and Trust Company, Glenside, Pa. 


HE question of compensating bal- 
ances for services rendered in carry- 
ing small checking accounts—or in 
lieu of adequate balances, a service 
charge—has been discussed so fully that 
it would seem that the case is proved. There 
are, however, many bankers remaining un- 
converted and many customers unconvinced, 
because important fundamental reasons have 
not been brought to their attention. 
Recently the writer in attendance at a 
local group convention heard a prominent 
trust company president express his oppo- 
sition to service charges in lieu of compen- 
sating balances, giving as his reasons that 
to do so in his institution would mean 
the loss of profitable affiliated accounts and 
business, the loss of good will and would 
offend many profitable customers. The 
president's remarks were received with ap- 
plause, indicating that the majority of the 
delegates agreed with him. But I believe 
that a service charge should be instituted 
with profit, and that it not only can be ob- 
tained without giving offense but that in so 
doing any properly managed institution can 
acquire increased respect and good will. 


Why Should It Be Done? 


HE cost of conducting a banking busi- 

ness has very rapidly increased in re- 
cent years. Consequently the drain upon 
the profitable account income to make up 
for losses on unprofitable accounts is greater. 

Banks, to be conservatively operated, 
should have a margin of profit obtainable 
without departing from safe, conservative 
practice. 

Compare the net earnings of the average 
bank based on capital, surplus and undivided 
profits, which is the capital actually in- 
vested, after deducting 6 per cent interest 
as this amount and more can be earned by 
merely investing in sound first mortgages. 

Compare the average salary paid by the 
average bank to married employees, par- 
ticularly to those not officers, who are re- 
quired to be men and women of integrity, 
education and unquestioned loyalty, and it 
will be found that the amount is not suffi- 
cient in a great many cases to provide funds 
for a reasonable standard of living and 
modest savings, particularly if there is a 
family. When this is the case the bank is 
incurring a heavy responsibility, inasmuch 
as such employees, by virtue of their duties, 
are surrounded by temptation. 

The cost of living has advanced and the 
compensation of bank employees has_ in- 
creased, but has not kept pace with living 
expenses. 

The first duty of a financial institution is 
to be sound in every respect. It should not 
weaken its strength through increasing nor- 
mal income to offset losses incurred in ren- 
dering service to a certain percentage of 
its customers. In some banks the neces- 
sity for making up these losses furnishes 
a reason for making loans on account of 


the profit derived, rather than because it is 
sound banking. 

The small checking account receives the 
same service as the large account and is 
an important factor in overhead expenses. 
Being frequently overdrawn, checking close- 
ly and, therefore, against uncollected funds, 
and for many other obvious reasons, it is 
the account that creates a great deal of 
work. The small account requires tellers 
and bookkeepers to watch is closely, officers 
to devote a great deal of time to straighten- 
ing out difficulties; it is the account that 
causes unjust criticism of the bank. 

Often the small account causes unjust 
criticism of tellers and bookkeepers by of- 
ficers, who, without understanding, ask that 
which is impossible. 

Profitable accounts are rarely troublesome. 


How the Small Account Can 


Be Made to Pay 


H‘e it thoroughly understood by junior 
officers who are going to interview un- 
profitable customers—that such accounts are 
unprofitable largely because the bank through 
unwise advertising and competition has cre- 
ated the belief that any kind of an ac- 
count—good, bad or indifferent—is welcome 
and valued. Have it distinctly understood 
that the bank is more at fault than is the 
customer, and that the purpose is not to 
get rid of unprofitable customers, but to 
carefully explain to our friends the bank’s 
requirements in order to have the account 
put on a profitable basis. Let it be thor- 
oughly understood the major fundamental is 
not increased profits, but that the institution 
must be conducted on a sound, conservative 
basis, in order to be ready at all times to 
weather storms and stand firmly behind de- 
serving customers. 

The officers should explain to the customer 
that a careful analysis has been made, prov- 
ing clearly that the account is carried at a 
loss. The bank knows that the customer 
is not seeking charity and that he is seeking 
good banking service. Continuing this line 
the customer should be told the general anal- 
ysis has shown that the bank probably is 
not properly compensating employees be- 
cause the income is not sufficient to warrant 
it. Therefore, it is decidedly to the cus- 
tomer’s best interests to pay a moderate 
service charge or carry a compensating bal- 
ance and to forego a trifling amount of in- 
terest, in order that his bank may be en- 
abled to earn a reasonable income. 


Increased Good Will 


U- is a fallacy that good will and respect 
are earned by extending service at a 
loss. 

If the business entrusted to the institution 
is founded upon such a slight hold, the bank 
will be far safer to let it go. 

Ninety-nine per cent of the customers are 
fair and not seeking charity, and they will 
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agree that they should pay for the service 
rendered if they expect dependable service. 

The accounts that are causing the most 
trouble in many instances either will be 
eliminated, or, due to the education in proper 
banking practice that the depositor will re- 
ceive, many of the usual difficulties will be 
removed. 

It is largely a question of proper presenta- 
tion. The writer has actual knowledge of 
a bank in a suburban district with deposits 
of about $2,800,000 which a year and one- 
half ago had on its book 2773 checking ac- 
counts totaling $1,282,059. Of these ac- 
counts 1606, representing 57% per cent of 
the total number of accounts, totaled $44,- 
061.69 or 2.17 per cent of the total amount 
of check deposits. These figures are not 
peculiar to the institution, for it is an aver- 
age suburban bank. Undoubtedly many 
other banks have about the same percen- 
tage. This is moderately profitable, pro- 
vided it does not deduct from earnings sim- 
ple interest at the rate of 6 per cent on 
the amount of actual capital invested, be- 
fore determining what are the earnings from 
the business. 

During the last eighteen months the bank 
referred to has not opened a checking ac- 
count without first explaining to the prospec- 
tive customer why the bank cannot carry a 
checking account with less than a minimum 
average balance of $100 without a service 
charge of $.50 per month. To its customers 
of longer standing the bank has also ex- 
plained the situation and has induced them 
to sign a service charge contract printed 
on the back of signature cards. 

The remainder of the 1606 customers are 
being called in and their accounts put on a 
service-charge basis. If they do not call 
after the third letter, the rule is made effec- 
tive as to their account, and they are so 
notified. 

To the best of my knowledge not one 
single profitable account has been lost, and 
I am certain that hundreds of their cus- 
tomers today realize the bank is extending 
to them real service in compensation for 
the business entrusted, where before many 
of them were of the opinion that any busi- 
ness—no matter how small—entrusted to 
the bank was conferring a favor. 

The result is increased efficiency, increased 
net profits and unquestionably increased re- 
spect and good will. 


Who May Subscribe for the Journal 


Letters received from business men who 
find the JourNAL in the libraries of the 
trans-Atlantic liners or in club cars on lim- 
ited trains sometimes are couched in lan- 
guage indicating a belief that only bankers 
are privileged to subscribe for the AMERICAN 
BANKERS ASSOCIATION JOURNAL. Subscrip- 
tion to the JourNAL is not confined to 
bankers. Anyone who wishes to do so may 
subscribe at the yearly rate of $3. 
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The Case of Alleged Duplications 
in Liberty Bonds 


By REUBEN A. LEWIS, JR. 


Investigation By Select Congressional Committee Ends with 


Filing of Inconclusive Report. 


Secretary Mellon Insists there 


has been No Real Duplication in Securities and No Fraudulent 
Overissue. Slips in Numbering Machines Produce Twin Numbers. 


O the long list of futile investiga- 

tions staged by Congressional com- 

mittees may be added the inquiry 

that a select committee from the 
House of Representatives made, to probe 
the charges that there had been widespread 
duplication in the issues of Federal securi- 
ties. 

On the eve of the adjournment of the 
68th Congress, the investigation came to 
an abortive and unsatisfactory end, leaving 
the public almost as much in doubt as at 
the start regarding the truth of the long- 
standing rumors that there were twin 
Liberty bonds abroad in the land as well 
as spurious over-issues of Federal se- 
curities. 

At this eleventh hour 
with the House. It con- 
tained the leading state- 
ment that “there has been 
a duplication of bonds, 
some fraudulent, the pro- 
portion not yet deter- 
mined” and a summary 
of twelve outstanding 
findings. It was signed 
by only three of the five 
members of the commit- 
tee appointed in March, 
1924, to look into the 
charges— Representatives 
King of Illinois, who 
sponsored the inquiry; 
Stevenson of South 
Carolina and Steagall of 
Alabama. The chairman, 
Louis T. McFadden of 
Pennsylvania refused to 
add his signature to the 
report on the ground that 
the investigation, if fur- 
ther pursued, might lead 
to different conclusions, 
but urged the House to 
continue the life of the 
inquiry. The fifth mem- 
ber, James G. Strong of 
Kansas, insisted without 
reservations that there 
was nothing the 
charges and stated that the Treasury had 
given a highly plausible explanation of how 
the so-called duplicate bonds were in reality 
nothing more than duplicate numbered 
bonds. 

The administration leaders in the house 
flatly declined to countenance an extension 
of the life of the commission, stating 


a report was filed 


The 


House of Representatives’ select 
Brewer charges. The members are: Left to right, seated, chairman McFadden, 
7 Standing, Stevenson, of South Carolina; 
Steagall, of Alabama, and Strong, of Kansas. 


of Pennsylvania; King, of Illinois. 


that the findings, instead of containing 
a fair report on the allegations, were really 
“an attack on the Treasury.” Secretary 
Mellon, mild in the use of expletives, char- 
acterized the charges as “absurd.” He 
pointed out that, although the general claims 
might lead the public to believe in the ex- 
istence of a fraudulent duplication of bonds, 
“not a single item of specific evidence of 
such duplication has been found in nearly 
four years” and confirmed anew the in- 
tegrity of the public debt. 

Thus the investigation came to an almost 
fruitless end. Those who contended that 
there was merit in the charges insisted that 
only by a far flung audit of the public debt 
could the real truth be established. In turn- 
ing down the committee, Longworth, the 


wh ich 


committee, 


floor leader, estimated that this audit would 
cost the taxpayers tens of millions of dol- 
lars. The Treasury, maintaining that a 
four-year investigation had developed noth- 
ing more than the reiteration of unproved 
charges, frankly deplored continuing a wild 
goose chase at the expense of the people. 
Congress said thumbs down on the plea for 


investigated 


a renewed life for the committee—and thus 
the whole thing ends, almost barren, incon- 
clusive and the way many Congressional in- 
vestigations have terminated. In the ver- 
nacular of the street, the investigation was 
a “flop.” 


Few Duplications 


HERE was one comforting development 

from the standpoint of the public. The 
inquiry showed that there had not been 
even any considerable duplication in the 
numbers of Liberty bonds. The investi- 
gators could not prove that more than one 
million dollars in bonds of this type had 
been recorded. Furthermore, the holders 
of the Liberty bonds stand to lose noth- 
ing, for the Treasury has 
never failed to redeem 
any bond presented, even 
though it bore the num- 


ber of another bond 
which had been cashed. 
In all likelihood these 


twin bonds were due to 
slips that occurred in 
their making. So there 
is no reason for the hold- 
ers of Liberty bonds to 


have disquieting fears 
that they may find their 
valued securities to be 
worthless. 

While it is safe to ob- 
serve that the whole 


show was hardly a suc- 
cess, some of the most 
notable figures in Ameri- 
can public life took lead- 
ing roles in the action. 
It was not wholly unre- 
lated to one of the most 
mysterious and dramatic 
acts of the Harding ad- 
ministration—the whole- 
sale and summary dis- 
missal of twenty-eight of- 
ficials of the Bureau of 
Engraving and Printing. 
The display of a consid- 
erable number of duplicate-numbered bonds 
is understood to have been one of the chief 
facts that moved the late President to act 
with such haste. Secretary Mellon, former 
Attorney General Daugherty, Chief of the 
Secret Service Moran and even President 
Coolidge have taken a hand at some stage 
in the proceedings in trying to bring to the 
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the 
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light the truth about the bonds. The scenes 
have shifted from well-known places in 
the nation’s capital, from the Bureau of En- 
graving and Printing to the Treasury, to the 
executive offices of the White House, the 
workshop of the President. 

All the elements of a thriller are found in 
the story at certain turns. For charges of 
“rings,” cliques, fraud, intrigue and cabal 
run through the story. But, stripped of 
its sensational features, the gist of it all is: 
“Has there been a duplication in govern- 
ment bonds?” And, as to this, there is con- 
troversy. 


A Nice Distinction 


UT—at this point—it is necessary to note 
this rather nice distinction. 

The Treasury, at the outset, admitted 
that there had been a considerable number 
of duplications in the serial numbers of 
the bonds, but it insisted, in the most posi- 
tive tone, that there had been no actual 
duplication in the bonds. Mechanical slips 
in the printing and engraving of the mil- 
lions of bonds were the causes assigned 
for the admitted duplication in the numbers 
—and it offered an explanation of how the 
errors occurred. In other words, the Treas- 
ury admitted that it issued no more bonds 
than it intended to, but it conceded that some 
of the bonds bore identical serial numbers. 

The starting point in the investigation 
dates back to April, 1921, when Representa- 
tive Royal Johnson of South Dakota laid 
before the Department of Justice charges 
of an alarming over-issue of the public debt, 
made by J. W. McCarter, former Assistant 
Register of the Treasury. Mr. McCarter 
claimed that because of his prior persistence 
in bringing the matter to the attention of 
his superiors he had been discharged and 
stripped of all authority. Acting Attorney 
General Goff called in Mr. Brewer, who 
had been at work on several war fraud 
cases, and directed him to look into the 
charge of an over-issue. 

This was how Brewer, destined to take 
the major part in the investigation, hap- 
pened to get in it. 


What Manner of Man 


R. BREWER—a middle-aged man who 

had turned to the study of law after 
he had risen to the post of chief draftsman 
of construction for the Navy—has the ap- 
pearance of being a precise and careful in- 
vestigator. Although Mr. Brewer was bit- 
terly assailed by the Treasury for the use 
of “chicanery” in attempting to justify his 
charges and “a conspicuous avoidance of 
fairness” in his report, his charges were not 
regarded as frivolous or unfounded by at 
least a majority of the committee. 

At the outset of the investigation Mr. 
Brewer explains that he did not have ac- 
cess to official records and was forced to 
depend largely upon second-hand informa- 
tion. Later, however, after the investiga- 
tion had been taken over personally by 
President Harding, Mr. Brewer was given 
carte blanche to pursue his inquiry in any 
department of the government, in Federal 
Reserve Banks and in any section of the 
country. He filed a lengthy report on his 
investigations in January, 1924, but then 
asserted that it was not complete by any 
means, although he had parts of three years 


April, 1925 


in which to pursue his inquiries. Mr. 
Brewer was designated by the committee 
to help it in its investigation, prompting Mr. 
Mellon to tell the President that he oc- 
cupied “the triple rdle of investigator of 
his own accusations, prosecuting attorney 
and advisor to the jury.” 

As may be seen, not all people have 
taken Mr. Brewer as seriously as others. 
From the first, however, he has disclaimed 
any animus in the case, insisting that his 
only interest in the case has been to expose 
the facts as he found them and to reveal 
the “terrible conditions” he had uncovered 
in this important branch of the government. 

It was to clear up all doubt as to the 
question of duplicate bonds that the House 
of Representatives voted to name a select 
committee. The action was taken after 
Representative King of Illinois had made 
a sensational speech on the floor of the 
House, reciting the claims advanced by Mr. 
Brewer and urging a move to ascertain what 
the true conditions really were. The Wash- 
ington newspapers had published charges 
of conspiracy under glaring headlines. The 
committee appointed consisted of three mem- 
bers of the majority party—McFadden, King 
and Strong—and two of the minority— 
Stevenson of South Carolina and Steagall 
of Alabama, all members of the Committee 
on Banking and Currency. 

The hearings, with two exceptions, were 
executive and were largely confined to Mr. 
Brewer’s testimony. The Treasury sought 
the right of cross-examination, but the 
report was filed before the counsel for 
the department was permitted to quiz the 
chief witness. The counsel made no se- 
cret of the fact that he expected to shoot 
holes through the Brewer charges. 

At the first open hearing, however, Mr. 
Brewer made this announcement. 

“I have never stated that there were 
hundreds of millions of dollars in dupli- 
cate securities. flooding the country, as I 
have been frequently charged with saying. 
I have said that there were duplicates re- 
corded to the extent of about one million 
dollars. I have also said that some of these 
were fraudulent.” 

This frank admission, coming from one 
who had been investigating the matter for 
three years, was taken to mean that there 
could have been no large volume of duplica- 
tions. During the period from 1917 to 1922, 
the Treasury prepared securities having’ a 
face value of more than $200,000,000,000. 

The whole story of the duplicate bonds 
rotates, more or less, around the “make-up” 
bonds, which are bonds used to supply the 
gaps in a series which has been broken 
numerically because of mistakes, imperfec- 
tions or spoilage. 


The Experts Differ 


ERHAPS the most telling testimony that 

Mr. Brewer produced was in the form 
of affidavits from four veteran foremen of 
divisions in the bureau, who declared that 
the bonds, duly presented to the Treasury 
and redeemed, bore numbers that had. not 
been imprinted in the government plant. 
Neither the style of type nor the ink used 
was that of the bureau, they said. One chief 
testified that it was an impossibility for 
numbering machines to duplicate themselves 
without detection. 


The statements came from men who had 
worked in the bureau as long as forty years 
and naturally carried some weight. The 
Treasury appointed a committee of the bu- 
reau’s experts, headed by George M. Dun- 
can, superintendent of the surface division, 
which reported after examining the bonds 
that not a single spurious number had been 
found. It positively identified every bond 
examined as being numbered with the same 
type face as used in the bureau and strength- 
ened its report by submitting new samples 
of identical characteristics. It scoffed at 
the claim that the machines could not pos- 
sibly duplicate and pointed out that dupli- 
cations were occurring in the current work. 

Thus there were directly contradictory 
statements from the most experienced work- 
ers in the Bureau of Engraving. 


Brewer Not Cross-Examined 


a‘ Treasury asked to cross-examine 
Mr. Brewer and to see the testimony 
given at the closed hearings, for it con- 
tended that it was not fair to accept the 
statements of employees, many of whom 
nursed fancied grievances and were not in 
a position to have full knowledge of the 
operations, without giving it the right to 
present the other side of the case. “Tes- 
timony that will not stand cross-examination 
nor the light of day is indeed unusual evi- 
dence upon which to base charges calcu- 
lated to affect the integrity of the national 
debt,” Mr. Mellon commented when the 
findings were made public. 

The views of these two groups within the 
bureau were contradictory, it is true, but 
what would have been revealed by question- 
ing the four making affidavits that the twin 
bonds could not have been produced in the 
government engraving plant is a matter of 
speculation. 


The Treasury’s Findings 


R. MELLON insisted that the existence 

of two bonds with the same number 
was all that the majority of the investigat- 
ing committee had for its report. Reduced 
to the simplest term, the allegation was the 
Treasury had issued two bonds and had 
been paid for only one. “Not a single 
item of specific evidence of such duplica- 
tion has been found in nearly four years 
of investigation, and not one is mentioned 
in the majority report,’ he states. “The 
report mentions duplicate numbers—that is, 
two bonds of the same number. This fre- 
quently occurs through mechanical or cleri- 
cal errors, but numbers are not proof of 
fraud. Of course, if the United States 
received pay for two bonds bearing the 
same number, there is no duplication of 
debt.” 

The committee in summarizing its con- 
clusions found that “duplicate bonds amount- 
ing to 2314 pairs and duplicate coupons 
amounting to 4698 pairs, ranging in denomi- 
nations from $50 to $10,000, had been re- 
deemed to July 1, 1924.” 

In support of its contention that the dupli- 
cate numbered bonds are largely traceable 
to errors in the numbering machines, the 
Treasury reported that through January 31, 
1924, less than 2100 instances of duplicate 
serial numbers have been indicated out of 
a total of more than 200,000,000 pieces and 

(Continued on page 638) 
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Why the St. Paul Failed 


By CHARLES F. SPEARE 


Interesting Comparison Between St. Paul and the Virginian, 
Both of Which Were Conceived at About Same Time by 
U. S. Government Largest Creditor Though 
Beneficiary in Panama Canal, a Factor in St. Paul’s Undoing. 


H. H. Rogers. 


ITHIN a few months of each 

other in 1907 two major rail- 

road projects were conceived 

by one man—H. H. Rogers— 
and construction of a line to connect the 
parts of the Chicago, Milwaukee and St. 
Paul Railway that were east of the Mis- 
souri River with the Pacific Coast and to 
bridge the territory between the soft coal 
fields of West Virginia and tidewater on 
Chesapeake Bay, began. It is proof of the 
inaccuracy of men’s judgment that what 
had been regarded as a wise move by the 
St. Paul directors in building their Puget 
Sound extension proved to be a fatal error 
that after 15 years has brought bankruptcy 
to one of the largest railroad systems in 
the United States, while the projection of 
the Virginian Railway, known initially as 
“Roger’s Folly,” has turned out to be one 
of the wisest and most profitable transpor- 
tation veatures made within this genera- 
tion, 


Other Points of Similarity 


on are other points of similarity in 
the territorial environment and _ econ- 
omic influences of the two roads that at- 
tract one’s attention at this time. The jus- 
tification for extending the Chicago, Mil- 
waukee & St. Paul from Mobridge, S. D., 
to Seattle and Tacoma, Wash., a distance 
of 1500 miles with subsequent branch lines 
added covering 1300 miles, was the rapid 
growth of the Northwest and the Puget 
Sound territory and the inadequacy of their 
transportation facilities. The tide of im- 
migration then was strongly into the states 
of North Dakota, Montana, Idaho and 
Washington. Directors of western rail- 
roads planned their traffic and recom- 
mended new construction with a transconti- 
nental viewpoint. So the St. Paul was 
pushed through to the coast between two 
long established and prosperous roads, the 
Northern Pacific and the Great Northern, 
running for miles alongside the former, 
and obviously being forced to take for its 
route the least productive of the valleys of 
the Northwest and to secure in competi- 
tive cities the least attractive of the ter- 
minal facilities. (These disadvantages it 
may be said, it subsequently overcame by 
very aggressive solicitation and excellent 
service). 

The Virginian also forced its way into 
a region which seemed to possess sufficient 
railroad facilities. The Chesapeake & Ohio 
and the Norfolk & Western had been carry- 
ing bituminous coal to the seaboard for 
years. Their grades were easy, which gave 
them a low cost of transportation. To 
build the Virginian it was necessary to 


blast a way through mountains, to erase 
towns, and on reaching salt water, to con- 
struct very costly facilities for dumping 
cars. The cost of 2800 miles of the Puget 
Sound division of the St. Paul was about 
$200,000,000, while that of approximately 
525 miles of the Virginian was over $100,- 
000,000. The road of much the higher cost 
has proven remunerative with its bonds to- 
day enjoying a high credit rating, and both 
preferred and common stocks paying divi- 
dends, while the road of lower cost had 
proven a failure with its junior bonds sell- 
ing for less than 50 cents on the dollar and 
its stocks, which once averaged over $200 
a share, now selling in the market at an 
average of about $8 a share. And while 
the St. Paul failed because the traffic which 
it was built to move ebbed year by year 
on account of changed -economic condi- 
tions in the Northwest, the Virginian con- 
tinued to prosper, although the predomin- 
ating movement of soft coal changed from 
East and tidewater to West and the Great 
Lakes, with the change in the centers of 
industrial activity from the East to the 
Middle West, though it had been conceived 
and built entirely as a road to move coals 
cheaply from West Virginia to tidewater. 


Never so Large a Failure 


HERE has never been so large a rail- 

road failure in the United States as 
that of the Chicago, Milwaukee & St. Paul, 
a system of about 11,000 miles. Conse- 
quently, the financial loss, reckoned in 
terms of depreciated securities at $500,000- 
000, is staggering. The circumstances are 
unique also in that the United States gov- 
ernment is the largest single creditor, hold- 
ing $55,000,000 of the road’s paper, but oc- 
cupying no different position in the pro- 
ceedings in receivership than any other 
creditor. There is a slight parallel between 
the St. Paul and the New Haven in that 
the financial troubles of both, and which 
the New Haven has been able to overcome, 
have been due to over-expansion and the ac- 
quirement of unprofitable mileage. The 
distress from a St. Paul receivership, how- 
ever, will not be so great, because of the 
widespread distribution of its stocks and 
holdings by wealthy investors, as has been 
the loss to New Englanders from the de- 
preciation of New Haven stock and the 
stoppage of its dividends. 

To get back to the causes of the default 
by the St. Paul in so far as these causes 
have a national significance and a general 
application to railroad finances; until 1907 
the property had been functioning success- 
fully in Wisconsin, Minnesota, South Da- 
kota and Illinois with a small mileage in 
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other states. It performed a satisfactory 
service for shippers and the traveling pub- 
lic. Its securities were rated as among the 
best on the market. It had the best guar- 
antee of investment safety, viz., a small 
bonded debt per mile. 

Then it built to the Coast. The cost of 
the extension was greater than the esti- 
mates. There came a reduction in the 
movement of farmers from the older states 
into the newer with more going into Can- 
ada than into the American Northwest. 
The Panama Canal began to take traffic 
away from the St. Paul and also from its 
competitors. Legislators became hostile to 
railroads and reduced their rates. In order 
to carry along the new part of the system 
the St. Paul management neglected the old 
and paying parts, equipment deteriorated 
rapidly, facilities were not maintained equal 
to requirements or with those of other 
roads, the war changed the channels of 
rich streams of traffic so that they flowed 
away from the St. Paul territory and early 
mismanagement and inefficiency helped the 
erosion that finally wore down credit and 
produced default. 

In the general readjustment of railroad 
rates made by the Interstate Commerce in 
1920, to counteract the increased costs of 
operation, the Northwestern territory was 
unfairly dealt with and has been ill-treated 
ever since and the effect of an agrarian 
movement in politics plus a drought of 
nearly five years’ duration in Montana and 
in the western portion of North Dakota 
cut down the profits to a point where they 
could not sustain such an amount of fixed 
debt as the St. Paul had created. 


Remedial Measures 


ne remedy the situation it will be neces- 
sary to scale down this debt a great deal 
so that instead of having over $22,000,000 
of arbitrary interest charges per annum the 
sum of such charges will be 35 to 40 per 
cent less than at present. There is no 
suggestion of any lopping off of divisions 
such as has been found expedient in other 
reorganizations, notably of roads in the 
Southwest. The idea that the electrifica- 
tion of parts of the Puget Sound division 
has been responsible for St. Paul’s ills has 
been in people’s minds, but without cause. 
As a matter of fact the actual cost of this 
work was relatively small while the net 
saving of electrical over steam operation 
on the heavy mountain grades has, in a 
comparatively few years, reduced this cost 
to a minimum. From observations made 
some months ago when I made a trip over 
the St. Paul properties I believe that there 
(Continued on page 631) 
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Because a Director Was Vigilant 


By JOHN C. PAKTEL 


Not Satisfied with an Accumulation ot Second Mortgage Farm 
Loans, He Refused to Accept the Tying Up of the Bank’s Funds 
in Undesirable Property as a Natural Result of Conditions. 
Discoveries Started Examiner, Who Found Irregularities. 


NATIONAL bank director whom 

we shall call Brown believed in 

carrying out literally the obliga- 

tion which he assumed when he 
took oath as a director, that he would “so 
far as the duty devolved on him, diligently 
and honestly administer the affairs of the 
association.” Brown was a merchant of 
ordinary intelligence and business ability, 
but was considered by his cashier, one Nemo, 
as a thorn in the flesh, because he was al- 
ways raising questions in board meetings 
concerning loans which were being made, 
especially a certain class of loans, which 
were constantly becoming more and more 
common in this bank. 

Covering a period of three years, sec- 
ond mortgage farm loans, taken for debts 
previously contracted, were accumulating in 
the bank at an alarming rate, and in addi- 
tion the bank had been compelled to take 
over farms under these mortgages to an 
extent of almost the entire capital stock 
of the bank. Apparently all the other di- 
rectors were satisfied with the voluble ex- 
planations of Cashier Nemo when a new 
piece of property was thus acquired, or 
another second mortgage note was placed 
in the assets of the bank. The directors 
realized their funds were becoming more 
and more tied up in this undesirable class of 
loans and property, but in the main ac- 
cepted the situation as a natural result of 
conditions at the time—all except Brown, 
who felt that this accumulation could be 
prevented, although at the time he was 
not able to give a satisfying reason why 
the other directors’ conclusions were not 
well founded. 


Director Brown Talked 


EMO’S stock excuse, and a plausible 
one, was that it was necessary to take 
these second mortgages on the property, 
in order to protect the interests of the 
bank; that these borrowers had always 
been good customers of the bank, had al- 
ways been considered good for their obliga- 
tions, their credit had been passed on by the 
board of directors many times, and that 
their borrowings now were little, if any, 
greater than heretofore. At this particu- 
lar time there was much land changing 
hands, buying and trading, but in this com- 
munity the inflation did not become ex- 
cessive as was the case in many other 
places. However, loan companies were 
rather liberal in their rates and inspections. 
Brown made it a point to see and talk 
to two or three of the borrowers, who 
had lately given second mortgages to the 
bank to secure their previous indebtedness. 
In each instance he found that these borrow- 


ers had exchanged land they formerly owned 
for the land on which they now had given 
the second mortgages, all in the last three 
years. It also developed that the land they 
had traded off had been clear, or practi- 
cally so, and their previous good standing 
at the bank was based on the fact they had 
owed little or nothing except what they had 
owed to the bank. They had traded for 
land on which a liberal loan had already 
been placed by the owner, and in order to 
take care of the expenses incurred in the 
exchange, broker’s commission, abstracts, 
etc., a note would be given the broker, se- 
cured by a second mortgage on the land. 
It was also disclosed that Nemo was the 
broker, or the “friend” who had “helped” his 
bank’s customer to acquire a “bargain.” 
The second mortgage note would be held 
a short time by Nemo and then be worked 
into the assets of the bank, along with 
previous notes of this customer, but no 
intimation would be given the board that 
this loan was secured by a second mortgage, 
or that it was made payable to him, Nemo, 
It would simply be presented to the board 
as any other loan by this same borrower 
and passed on as such, either as a renewal 
of some of his former loans or as an ad- 
ditional advance for legitimate purposes. 


Cashier Raised the Question 


FTER a certain period of time, per- 

haps a year, the cashier would raise 
the question of the borrower’s condition, 
state that he had not been making much 
progress lately, and that it might be well 
to consider taking a second mortgage on 
his property in order to secure the bank 
against loss. An investigation by the board 
would develop the fact that the bank’s in- 
terests should be safeguarded, and it usual- 
ly resulted in the borrower being willing 
to give the second mortgage asked for, in- 
cluding in it all his indebtedness to the 
bank. 

This was sometimes varied by a purchaser 
of a farm, having but little funds of his 
own, making arrangements with Nemo to 
get him the maximum loan possible on the 
farm he was buying, through a loan com- 
pany for which Nemo was agent, and Nemo 
would then promise to loan him the neces- 
sary balance to buy the farm. This would 
be carried out; Nemo would get his com- 
mission as broker from the loan company 
and would also charge the borrower an addi- 
tional commission for the additional loan 
necessary to close the deal. Sometimes the 
original owner would carry the second mort- 
gage note awhile, with the promise from 
Nemo to buy it back for the bank at any 
time, so that eventually this note would 
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find its way into the bank, and the bank 
would have another slow, second mortgage 
loan on its hands. 

Brown, not being an accountant, did not 
feel competent to go to the books of the 
bank and trace these things through from 
their origin to their conclusion, and the 
evidence he was able to present to the 
president of the board was not sufficiently 
conclusive to convince him that their cash- 
ier was personally profiting through trans- 
actions whereby the bank was suffering 
losses and accumulating a large amount 
of slow and doubtful assets. The presi- 
dent was not active in the management of 
the bank, but he did ask the cashier con- 
cerning any probable personal interest in 
these transactions, but Nemo, with his usual 
line of plausible explanations, was able to 
convince the president absolutely that there 
were no grounds for such an assumption, 
and was rather indignant about it. The 
president hastened to assure Brown that 
everything was all right. 


Started the Examiner 


N the next visit of the examiner, Brown 

had a confidential talk with him and 
gave him what facts he had and asked the 
examiner’s opinion. The examiner at once 
started a very searching investigation of 
all second mortgage loans held by the bank, 
as well as of all real estate acquired by 
the bank in satisfaction of previous debt. 
The result was very conclusive and damag- 
ing to Cashier Nemo. It revealed not only 
that he had been profiting personally in 
three-fourths of all such transactions, but 
that certain fictitious accounts had been 
opened in the individual ledger in order 
to carry these transactions through, that 
he had been using the president’s name 
with one of these accounts, his own name 
as “agent,” “special,” various “companies,” 
etc. The individual bookkeeper had been in- 
structed at various times to make cer- 
tain entries, transfers, closing. and opening 
entries, all arbitrarily and without checks 
or deposits going through the day’s work 
to justify these entries. 

Some of the transactions in these ac- 
counts, however, were bona fide, especially 
checks for payment of interest to certain 
individuals, which had been charged to these 
accounts, and which cancelled checks were 
found in the bank’s vault. Following the 
lead given by these cancelled checks, it 
was ascertained that Nemo was borrowing 
money from individuals, giving a form of 
certificate of deposit, typewritten on the 
bank’s letterheads, signed by himself as cash- 
ier, and sealed with the bank’s seal. This 

(Continued on page 630) 


Some Effects of Excessive Tax Rates 


By CHARLES S. DEWEY 


Assistant Secretary of the Treasury 


Productive Capital Which can not Run Away and Seek the 
Protection of some Friendly State but Must Stay Where Con- 
ditions are Favorable for its Kind of Endeavor, Suffers Most by 
Tax Avoidance. System, Now Hampering, Must be Reformed. 


N discussing inheritance taxes, I shall 
assume that they are levied solely for 
the purpose of collecting revenue for 
the state and Federal governments. I 
do not believe, nor do I think the average 
man believes, that these taxes should be 
levied as a means of preventing the amas- 
sing of large estates or promoting the more 
equal distribution of wealth. Personally, I 
think the people of the United States are 
definitely opposed to socialistic experiments. 

This country offers, and I hope it will 
always continue to offer, to every person of 
ability and industry, an opportunity to amass 
a fortune. What we seek after all, and 
what we have to an extraordinary extent 
already achieved, is equality of opportunity. 
We want every man of energy and initiative 
to feel that he is building for the future and 
that by his own efforts he can assure to his 
sons and daughters more of the advantages 
of life than he himself began with. 

It is entirely right and proper that upon a 
man’s death his estate should pay to the 
government a portion of the wealth which 
was amassed under its protection. But this 
is a very different matter from confiscating 
his wealth and thereby depriving him, in 
his lifetime, of the incentive to work and 
accumulate. It is not necessary to be an 
expert on taxation but merely a student of 
human nature to know that a man cannot 
be expected to continue to work, day after 
day, increasing through his efforts the pro- 
ductiveness of this country and thereby bene- 
fiting the living conditions of others, if he 
knows that upon his death the major por- 
tion of his earnings will be dissipated in 
Federal estate and state inheritance taxes. 

And yet that is the prospect which we 
hold out in this country today. Besides the 
Federal estate tax, a man’s property may be 
subjected to the inheritance tax of the state 
of which he is a resident, and of any or all 
of the thirty-three states now taxing non- 
resident decedents on any portion of such 
decedent’s property located in the respective 
states. To these taxes must be added nu- 
merous probate charges and fees, which may 
amount to a very considerable item, depend- 
ing upon the size of the estate and the 
amount of work done. 


Not In Equal Measure To All 


T cannot be said, however, that this tax 

burden comes in equal measures to all in 
proportion to the value of their estates. 
The danger to the continued business and 
industrial progress of the country is that it 
does not, and those who foster the idea that 
the inheritance tax will have the effect of 
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redistributing large estates, shoot very wide 
of the mark. 

The facts are, as the probate records 
show each day, that when a man reputed to 
be of great wealth dies, frequently his 
estate has shrunk to quite moderate size; 
but it will be noted that at about this same 
period his children or next of kin seem to 
experience considerable prosperity. 

Of course, the so-called “gift tax” in the 
Revenue Act of 1924 will catch some of this 
transfer of wealth. But who would not 
rather pay one such tax, which would have 
to be paid in any event, than the same 
amount of tax plus a similar one to the 
state of residence, and possibly several other 
states? There is no magic to the arrange- 
ment of one’s estate to meet death. Many 
very able lawyers can instruct one just what 
to do; and, if their instructions are followed, 
a very moderate tax is paid. And who suf- 
fers most by this tax avoidance? The Fed- 
eral government? The states? No! Pro- 
ductive capital. 

Productive capital cannot run away and 
seek the protection of the more moderate 
laws of some friendly state. It must stay 
where conditions are most beneficial for its 
particular type of endeavor and bear the 
brunt of whatever comes. 

This type of capital is the foundation of 
all business. Without capital, just as with- 
out labor, no commerce, manufactures, min- 
ing, or agriculture can even begin, much less 
Even governments cannot func- 
tion without the existence of capital—they 
being dependent upon taxes. It is essential 
therefore in levying taxes to raise revenue, 
that we do not destroy the sources from 
which that revenue is derived. The old 
fable of the goose that laid the golden egg 
was never truer than it is today. 


A Fable of Modern Business 
Conditions 


AM going to relate a fable in terms of 

modern business conditions. It is based 
on facts only in so far as the correctness of 
the figures used and the taxes applied are 
concerned. The story is possible, however, 
and has no doubt occurred, as it will surely 
occur again in many instances, if tax reform 
is not accomplished. 

John Henry and Walter Brown had been 
friends since boyhood and after graduating 
from high school had entered the employ of 
a large manufacturing plant. Both were 
aggressive, hard-working young men, and it 
was not long before each started a little 
business for himself. Both of them, due to 
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their energy and ability, prospered and their 
individual undertakings grew to substantial 
size. 

At the time this little history opens, John 
Henry had just died leaving his entire estate 
to his only son, John Henry, Jr., and had 
appointed his old friend, Walter Brown, as 
executor. Some time prior to his death John 
Henry had moved to California where he 
had taken up his residence, leaving his busi- 
ness in the hands of his son under whom it 
had continued to make excellent headway. 
The father to pass his leisure time had been 
doing a little speculating in oil. This ven- 
ture had not proved as successful as his 
original undertaking, and at the time of his 
death he was indebted in the sum of $500,- 
000. 

Upon notification of his appointment as 
executor, Walter Brown, after an examina- 
tion of the estate of his old friend, found 
the following situation to exist: 

Capital stock of Henry & Co., Inc., 

a Michigan Corporation............$5,000,000 
Personal debts due banks............. 500,000 

The details of the closing of the estate are 
of no particular interest. But Walter Brown 
soon made the unpleasant discovery that in 
addition to the personal indebtedness of 
$500,000, and administration expenses of 
$250,000, the following death duties must 
be paid: 


Federal estate tam... 497,500 
Inheritance tax, State of California .... 585,700 
Inheritance tax, State of Michigan 122,000 

$1,205,200 


To which must be added the personal debt 
and administration expenses, making a grand 
total of $1,955,200. 

Walter Brown and John Henry, Jr., spent 
many hours in conference. The year was 
1920. Money was tight and other manuifac- 
turing companies in the same line of business 
which a few years before might have been 
interested in a purchase or consolidation, 
were having troubles of their own and had 
no money for extensions at that time, nor 
were the banks in a position to handle a loan 
of this type. 

Here was a most successful business built 
up from small beginnings by one man and 
carried on to further successes by his son 
about to be placed under the hammer, due to 
no fault of the management, and at a time 
of money stringency. There are thousands 
of similar successful companies throughout 
the United States in similar circumstances, 
which for years have been turning back 
earnings into plant and equipment, and 
which are in no position to raise a forced 
loan without endangering the stock control 
of the company. 


TT 
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Is There Justice in This? 


ys there any justice in a tax that may force 
a man to lose the fruits of his entire life’s 
labor, and permit some other man, or group 
of men, to benefit largely due to his dis- 
comfiture? Yet this is just what happened 
to the business of Henry and Company. 

As a last resort, Henry, Jr., was forced 
into a bond issue. Several investment bank- 
ers were consulted and a loan to settle the 
debts, administration expenses and death 
duties of $2,250,000 was negotiated, upon 
the following basis: 

The capital stock of the company was left 
at $5,000,000, represented by 50,000 shares 
of capital stock. First mortgage 8 per cent 
bonds were offered the public with a bonus 
of two shares of stock with each $1,000 
bond. The banker, with the entirely altru- 
istic idea of protecting the interests of his 
bond customers, kept 30,000 shares to assure 
control of management, and John Henry, 
Jr., received the balance of 15,500 shares. 

John now has a good job as general man- 
ager of his father’s old company. True, 
they do not pay him very much; but then 
why should they? 

And now we must return for a few min- 
utes to Walter Brown, the executor of John 
Henry, Sr. 

Walter had always kept close to his own 
manufacturing business, and his recent ex- 
perience was his first venture with probate 
law and inheritance and estate taxes. By 
nature, he was a thoughtful man and one 
who gained by experience. The more he 
considered his own situation, the more close- 
ly it seemed to him to resemble that of his 
old friend. 

He therefore one day called upon a law- 
yer who had been retained in settling the 
estate of John Henry and made a complete 


schedule of his assets, requesting that an 
estimate of administration expenses and 
death duties be made, with a view to dis- 
covering just how much his own estate 
would have to bear in the event of his death. 


The schedule of assets was as follows: 


Capital stock of Walter Brown Co., 


a Michigan Corporation .........e6. $4,000,000 
California real 1,000,000 
Tax-exempt bonds, Minnesota 200,000 
Tax-exempt bonds, Montana .........% 200,000 
Tax-exempt bonds, Colorado .......... 100,000 


Within a few days Mr. Brown’s lawyer 
made him the following report: 


Debts and administration expenses..... $ 500,000 
Death duties, Federal estate tax..$ 710,625 
California inheritance tax........ 443,194 
Michigan inheritance tax........ 260,409 
Minnesota inheritance tax........ 4,289 
Montana inheritance tax........ 4.486 
Colorado’ inheritance tax........ 2,700 

Total death duties.......... $1,425,703 

Total expense to estate............ $1,925,703 


Reduction of the Estate 


N this basis the estate suffered a reduc- 

tion from $5,500,000 to approximately 
$3,574,000, thus wiping out all assets except 
the corporate stock and placing a heavy loan 
on that. 

Mr. Brown had one son of whom he was 
extremely fond, and as he thought of John 
Henry, Jr., toiling away with little hope of 
opportunity ahead of him, he came to the 
conclusion that he would not subject his own 
son to the same tribulations if, by arranging 
his affairs in advance, he could escape many 
of the death duties. 

Boom times having come to the business 
world, there was no difficulty in obtaining a 
purchaser for the business of Walter Brown 
& Co., and the California real estate having 
been purchased wisely was sold at a good 
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price, and the whole invested in tax-exempt 
bonds which yielded a very safe return of 
about 4% per cent. 

Walter Brown then moved his legal resi- 
dence to the more friendly climate of 
Florida, where state inheritance and income 
taxes are forbidden by Constitutional amend- 
ment. He, at least, has learned to take life 
on the easiest terms and it is the country 
chiefly which suffers by the loss of effort 
which he might have expended under a more 
intelligent system of taxation. 

The above is a fairly accurate picture of 
what’ might happen to anyone under our 
present defective taxing system. It is obvi- 
ous that such a state of affairs cannot con- 
tinue indefinitely without jeopardizing the 
future of the country. “The United 
States,” as Secretary Mellon has well said, 
“is no mere happy accident. What we have 
has been achieved by courage and hard 
work. The spirit of business adventure has 
built up in this country a civilization which 
offers unprecedented rewards to any man 
who is willing to work. But where the gov- 
ernment takes away an unreasonable share 
of his earnings, the incentive to work is no 
longer there and a slackening of effort is the 
result.” 


Must Not Discourage Initiative 


HERE is no question of the fact that 

we must reform the tax system in such 
a way that business and industry shall not 
be hampered in their normal, healthy de- 
velopment. But most important of all we 
must make sure that American citizens shall 
not be deprived of the incentive to work and 
accumulate and that this country shall not 
cease to be a land of opportunity. A tax 
system which penalizes the creative spirit 
and discourages initiative cannot be the 
right system for America. 


A Bankers’ Agricultural Committee in Every State 


OR two years the Agricultural Com- 

mission of the American Bankers 

Association has been working to have 
an agricultural committee for each state. 
The record is now 100 per cent complete. 
The forty-eighth state has recently ap- 
pointed its agricultural committee. At a 
joint conference with the College of Agri- 
culture and the Director of the Agricultural 
Commission, this Committee started upon 
its work. 

Not only is there an agricultural committee 
in every state, but these committees have 
definite programs of work. In most states 
these programs have been published in the 
form of project blanks sent to every bank 
in the state. These acquaint the banks with 
the work the committee has outlined and 
invite them to join in encouraging and 
stimulating one or more of these projects. 

For follow-up work the agricultural -com- 
mittees of most of the states have arranged 
for the appointment ofa representative of 
the committee for each county. This repre- 
sentative, in cooperation with the county 
agent, is to be responsible for carrying out 
the program within his county. 

In the program and plans of work the 
college of agriculture of each state has 
been consulted and has approved of both 
the program and the machinery for carrying 


it out. As agricultural colleges are the 
fountain heads for agricultural information 
the success of the bankers’ program will 
depend upon close affiliation and coopera- 
tion with these institutions. 

The officials of the colleges of agriculture 
recognize the strategic position banks hold 
with reference to the development of 
agriculture. The college officials realize 
that the banks hold the purse strings. When 
the farmer applies for a loan the banker 
is in a position to inquire as to the type of 
farming that is being practiced and, if neces- 
sary, condition the loan on a sane system of 
farming. 

Farmers, bankers, and other business men 
are convinced as never before that the one- 
crop system of farming is economically 
unsound. The chinch bug, the boll weevil, 
fungi diseases, soil exhaustion, low prices, 
and other difficulties that are encountered 
with the one-crop system of farming serve 
to enforce this opinion. All this is helping 
to bring about a reorganization of agricul- 
tural practice. In this reorganization it is 
important that sane, sound and economical 
practices prevail. If bankers are properly 
posted they can do much to give direction 
to this reorganization movement. 

With every constructive movement for 
the improvement of agriculture, one is 


likely to find men who will attempt to 
capitalize it for their own personal benefit. 
This may take the form of shipping in poor 
and unprofitable livestock to palm off on 
unsuspecting farmers, or it may sometimes 
be selling good livestock at exorbitant prices 
under promise of taking back some of the 
offspring at high figures. Whenever a 
stranger appears in a community with some- 
thing to sell or a scheme whereby he pro- 
poses quickly to make the farmers rich, 
then is the time for the banker to look into 
the salesman’s credentials. The chances are 
that the banker has an opportunity at such 
a time to guard his community from some 
kind of a fraud. By getting in touch with 
the county agent or the college of agricul- 
ture the banker may save thousands of dol- 
lars for his community. 


The May Issue 


HE May issue of the AMERICAN BANK- 

ERS ASSOCIATION JOURNAL will give a 
full report of the Spring Meeting of the 
Executive Council of the Association. There 
are many matters of first importance to 
bankers, which will be discussed in this 
meeting—matters of legislation, of bank 
practices and policies. 
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Whims Fix Prices of Rare Coins 


By BRUCE DAVENPORT 


Record Figure of $6,200 Paid for Gold Piece of Colonial Days. 


Legion of Collectors of American Coins Not Large. 


Govern- 


ment Collection Now Located at Washington. How to Proceed 


in Selling Valuable Coin. 


UST around the corner from the print- 
ing press that Benjamin Franklin used 
to spread his words of wisdom abroad 
and hard by the display of the fine 

gowns that the wives of our Presidents 
wore when they were the first ladies of the 
land is the government’s collection of 
United States coins. For since the Treas- 
ury closed the mints to the sightseeing pub- 
lic, the exhibition of the rare old American 
pieces has reposed in a section of the Smith- 
sonian Institute in Washington, the national 
museum where the treasured relics of by- 
gone days are kept. 

In the collection is one American coin that 
may be seen nowhere else in the world. It 
is the lone specimen of the $20 gold piece 
of 1849—the only one the Federal mint ever 
struck off. The New England shillings, 
dating back to the days of the first Colonial 
mint, the Franklin cents, with “Mind Your 
Own Business” engraved on them, the rare 
five-eagle and the famous Ephraim Brash- 
er’s dubloon that the New York silversmith 
struck off in the eighteenth century—all 
these coins that would delight the eye of the 
numismatist are on view. But singularly, 
the coin that the greatest number of in- 
quirers ask to see is the widow’s mite. And 
strangely enough, there is—and there is not 
—any such coin. The mite, as the curator 
of the museum explains, was merely one of 
the smallest copper coins that passed from 
hand to hand in Palestine in the time of 
Christ; but a mite was not any particular 
coin. 


Values Fixed by Whims 


Spe collection consists of nearly 1700 
coins, in usage since the days when the 
Massachusetts colonists set up the first 
American mint without the authority of the 
English Crown way back in 1652 to the 
present. 

“What is the true value of the collec- 
tion?” the curator was asked. 

“It is impossible to estimate this for the 
value of American coins, beyond the face 
value, is fictitious and artificial,’ the reply 
was. “The value of any one coin depends 
upon the whim of a collector—or what a 
dealer is willing to pay.” 

Just such an answer as the curator gave 
when questioned as to the value of the gov- 
ernment’s coins is the only safe answer that 
a bank official can give to those who bring 
old coins into the banks and ask what they 
are worth. For, in this little corner of 
finance, fiction has its own little niche. The 
caprice of a coin collector and his wish to 
gratify it fixes the values, but it is true 
that many factors play upon the caprice that 
the average collector has. 


The American coins are lacking in the 
richness of historical background, both as to 
antiquity and purpose, that invests the coin- 
age of the old world. For the European 
nations have employed the coin to com- 
memorate great deeds, the rule of a famous 
monarch, the change in political faith, The 
history of many nations may be told in its 
coinage. But this cannot be said of America. 
The examination of the dates would not 
even tell which president was then presiding 
over the destinies of the nation. Indeed, 
one of the present laws of the country is 
that the designs of our coins shall not be 
changed oftener than every 25 years. The 
Treasury has frowned upon the growing 
practice, less than a quarter of a century 
old, of striking off commemorative coins to 
signalize the deeds that stand out in our 
history. In point of artistic design, our 
coins have been called metallic nightmares, 
but there has been an improvement of late. 

Perhaps this poverty of background ac- 
counts for the lack of headway that the 
science of numismatics has made in the 
United States. There are probably not more 
than 500 active coin collectors in the United 
States, according to Howland Wood, the 
curator of the American Numismatic So- 
ciety. It is his judgment that not more than 
2000 Americans are entitled to be called 
coin collectors. Yet, there are literally thou- 
sands of Americans, young and old, who 
collect stamps. While the factor of cost 
may be regarded as a commanding dis- 
couragement, the records show that the rec- 
ord top price paid by an American collector 
for a stamp is more than six times the 
highest figure paid for an American coin. 
When the Ten Eyck coin collection was 
sold at auction in 1922, a private collector 
paid $5,250 for a rare $5 gold piece minted 


International Newsreel 


This is a Yap dollar, an unusually 
large coin. It is exhibited in Japan 
in a museum as the unit of currency 
in vogue on the island in the Pacific. 
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Many Popular Misconceptions. 


in 1798. At the same sale, a Brasher dub- 
loon of 1787, a gold coin with an intrinsic 
value of about $16, was purchased for $3,000. 

The record price was set in June, 1907, 


when a Brasher doubloon sold in the Stick- 
ney sale for $6,200. 


Few Notables as Collectors 


F°8 some reason, the collecting of Amer- 
ican coins has not seized the fancy of 
notables and wealthy Americans as has the 
collection of stamps and art objects. The 
late J. Pierpont Morgan had a few fine old 
Greek and medieval coins and Enrico Caruso 
was the possessor of many foreign gold 
pieces. King Victor Emanuel III of Italy 
is numbered among the present-day enthusi- 
asts while Henry VIII of England gathered 
together the greatest collection of coins 
known in his time. 

While Americans are noted for their hob- 
bies and there are hundreds of millionaires 
who could generously gratify their desires 
for collecting coins if they had them, the 
most prominent collectors are unknown— 
except to the inner circle composed of a 
few dealers and numismatists. Nearly two 
years elapsed before the identity of the pur- 
chaser of the $5 gold piece of 1798 and the 
Brasher dubloon of 1787 was disclosed as 
James Ellsworth. The collectors do not 
wish to be known for the obvious reason 
that they might be pestered by numberless 
dealers and owners of supposedly rare old 
coins. 

There is, strangely enough, not a complete 
collection of American coins in existence. 
Some of the most highly prized coins in the 
country are those which were issued by the 
states before there were Federal mints. The 
octagonal $50 gold pieces and the “slugs” 
that California minted in the rude days of 
the forty-niners bear a big premium. The 
coins that were put out by the Mormons in 
Utah, the “beavers” of Oregon, the pieces 
that were struck off by the Colonial states 
before they came into the Union and the 
antique American coins that were imprinted 
over the old Spanish and English pieces are 
precious possessions of the collectors. 

Since the Federal mint was established, 
the government has an example of each de- 
nomination for each year. But this, by no 
means, would afford a complete collection 
from the standpoint of numismatics. Freaks 
and “proof” coins—those struck off espe- 
cially for collectors by the Philadelphia 
mint on hand presses from new dies on 
polished planchets—are most highly prized. 
The proof coins are brilliant, even better 
than the coin ordinarily struck off but never 
in circulation. 
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A Few Popular Misconceptions 


4 beg average person entertains a number 
of misconceptions concerning the values 
of old coins. 

Although the contrary opinion exists, age 
does not necessarily make a rare coin. Some 
of the rarest coins have been struck off with- 
in the last fifty years. There is the 10-cent 
piece struck off in San Francisco in 1894, for 
instance. One of these thin dimes, in good 
condition, would command a price of sev- 
eral hundred dollars. It is believed that not 
more than 24 of these dimes, bearing a small 
“s” on the reverse as a mint mark, were 
made. While various explanations have 
been advanced as the reason why there were 
so few minted, it seems that this limited 
number of coins were struck off to try out 
the die that was received from Washington 
and, inasmuch as there was no authority for 
coining even these pieces, no more were 
issued. And while a copy of this particular 
dime, a trifle over thirty years old, is worth 
several hundred dollars, ten cent pieces 
issued fifty years prior bear a meager pre- 
mium of only a few cents. 

Another false notion the public has is that 
the government recalls coins. When the 
new Lincoln pennies came out, the discovery 
that V. D. B., the initials of Brenner—the 
designer—appeared on the coins led to a 
great uproar and protest. The mints 
changed the die, cutting off his initials. This 
action led to the report that the government 
was going to recall all the pennies which 
had the artist’s initials on them. The pub- 
lic promptly stored away these pennies, ex- 
pecting that the withdrawal would make 
those in circulation valuable and pay a pre- 
mium. Because millions of the V. B. B. 
pennies were thus put out of circulation and 
thus preserved in splendid condition, the 
pennies of the same date without the in- 
itials have a higher value. 

The same is true of the nickels, which 
were issued in 1883 without the word “cents” 
appearing on them. Today these nickels are 
five times as common in good condition as 
the nickels with “cents” on them. 

There is just one case where the govern- 
ment ever demonitized a coin. Endeavoring 
to aid our exporters engaging in the Oriental 
trade, where the Mexican silver dollars 
were enjoying such high favor, the mints 
struck off trade dollars. These were heavier 
than the standard silver dollars because the 
United States undertook to meet the com- 
petition of the “Mex” dollars, with its larger 
content of silver. These dollars, never de- 
signed for circulation in this country, were 
recalled by the Treasury in 1887, and a cer- 
tain date set for redemption. 

Even though the government actually did 
recall this coin, today there is only a very 
small premium on these super-dollars. 

It is extremely seldom that a really rare 
coin comes from the general public. Years 
of experience has proved that the average 
coin which has been hoarded away is worth 
no more than its face or metal value. 


The Rare 1804 Dollar 


NE of the rarest coins to have been 
struck off in a Federal mint is the 1804 
silver dollar. 
Strangely enough, the first did not come 
to light until about 1842, and it is claimed 


that there are only 18 in existence. Ex- 
plaining their rarity, there is a legend to the 
effect that the government consigned nearly 
all of the 1804 dollars to a vessel sailing to 
pay the crews engaged in the hazardous 
work of ridding the seas of the Algerine 
pirates. The pay ship was sunk. However, 
the generally accepted story is that a set of 
dies were made in anticipation of minting 
silver dollars in 1804, but they were never 
used, as the further coinage of silver dollars 
was suspended at the close of the previous 
year. In later years the unused dies were 
discovered and a few specimens were struck 
off before the dies were destroyed. 

The 1804 dollar that brought $3,600 at a 
sale had quite a pedigree. In 1843 Matthew 
Stickney, of Salem, Massachusetts, got it 
from the mint, swapping for it a gold Im- 
mune Columbia coin struck on an old En- 
glish guinea as a trial piece. There seems 
to be no doubt but that this coin is genuine, 
although numismatists are skeptical about 
these dollars in general because some were 
known to have been minted as late as the 
*seventies. 

As the price of any old coin is artificial, 
it fluctuates—depending upon what the col- 
lector or dealer will pay. A few of the 
dealers publish catalogues wherein they set 
forth the figures that they will give for the 
pieces described. However, condition plays 
a major part in the price for there are eight 
recognized grades, ranging from very poor 
coins, where the lettering cannot be de- 
ciphered and wear has obliterated part of 
the date, to the brilliant “proof.” 


Must See Coins 


S may readily be understood, it is vir- 
tually impossible for any dealer to pass 
upon the value of a coin without making a 
personal inspection to grade its condition 
and to appraise its features. In the cata- 
logues, the dealers recite what they stand 
prepared to pay for coins in first class con- 
dition. It is reasonable to assume that they 
would go beyond the list price if the con- 


dition of the coin were especially good. It 
is not a baseless assumption to consider the 
offering price as the lowest value a rare 
coin has. 

While there is nothing like an exchange 
in this country, where the current prices of 
old coins are fixed day by day by active 
trading, several of the coin dealers in New 
York and other cities hold sales at various 
times during the year. If the coin has suffi- 
cient rarity, they will accept these pieces for 
disposal at auction where the price may be 
fixed through competitive bidding. It is 
their practice to deduct a commission of 
from 15 to 25 per cent for the service ren- 
dered. 

If a person, having a coin thought to be 
rare and valuable, desires to establish the 
facts concerning it, the most expedient 
course to follow is to send the coin to a 
responsible dealer for examination. At 
least this is the advice that Mr. Wood gives. 
The American Numismatic Society in New 
York sends out a list of twenty-one well 
known dealers in ten states, nine of whom 
generally conduct sales at least once a year. 

It would be impossible to set out any gen- 
eral rules as to the values of various de- 
nominations and dates. However, almost 
any dealer will pay at least 2% times the 
value of a gold dollar. Indeed, there was 
such a wave of buying two or three years 
ago that it was reported two or three deal- 
ers were trying to corner the market. If 
this were the object, however, the drive 
failed because the bull market has been 
succeeded by a bear movement. There are 
more collectors of fine cents than any other 
group in America. Many of these copper 
coins, all before 1804 and some since that 
date, are worth their weight in gold. 

There are passing fashions in collecting 
coins just as in other things. A few years 
ago Latin-American coins were a drug on 
the market. No one seemed to want them. 
But recently there has been quite a flurry 
in the pieces issued by the nearby countries 
and the prices have advanced. 


There are 250,000 of the new Stone Mountain half dollars in these bags. Two 

Confederate generals—Lee and Jackson-—appear on the face of the United States 

coins, which are to be distributed soon to provide funds for completing the memorial 

carving. Grouped about the dollars are officials of the Atlanta Federal Reserve Bank 
and members of the Stone Mountain Memorial Association. 
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What Makes Bank Advertising 


ay! 


By FRANK LEROY BLANCHARD 


Director Public Relations, Henry L. Doherty & Company, New York 


Write Toward the Subject and Not Away From It. 


The Bank 


Itself Presents So Many Interesting Things Out of Which to 
Fashion Effective Messages that There Is No Necessity for 
Going Far Afield for Irrelevant Things to Catch Attention. 


HE improvement that has taken 

place in the quality and quantity of 

bank and trust company advertising 

during the past ten years is one of 
the most significant facts in the recent his- 
tory of finance. It was not so long ago that 
the presidents and directors of these institu- 
tions considered it beneath their dignity to 
employ advertising to increase the number of 
their customers. They did little beyond 
carrying a card in the daily newspapers as a 
matter of policy and publishing annual or 
semi-annual reports as required by law. To 
them advertising was too often regarded as 
a useless expenditure—a waste of funds. 

What opened their eyes and ‘nfluenced 
them to change their attitude was the re- 
markable success that attended the use of 
advertising by many of the business con- 
cerns among their own customers. They 
saw struggling merchants become prosper- 
ous; they saw small factories increase in 
size until they covered acres of ground and 
employed thousands of workmen; they saw 
men start with no capital and develop into 
millionaires. 

They found that, as a rule, the business 
that was well managed and intelligently and 
continually advertised was a safer risk in 
making loans than one that did not adver- 
tise, because the demand for its merchandise 
was more stable and its income less liable 
to violent fluctuations. 

Finally, they wisely concluded that if 
advertising could increase the sales of manu- 
factured products, stimulate travel and pop- 
ulate cities, it also ought to be equally effec- 
tive in enlarging their lists of depositors and 
in creating a greater demand for the ser- 
vices they were prepared to render. 


At Reasonable Cost Through 


Advertising 


ODAY there are few banks that do 

not advertise. Instead of waiting for 
business to come to them, they go out after 
it, just as the insurance companies, or the 
storekeepers, or the theaters do. They now 
realize that no matter how well equipped 
they may be for rendering service, they 
cannot expect to increase the volume of 
business they handle to any great extent 
unless they tell the public about what they 
have to sell. To do this through salesmen 
or other representatives alone would cost 
too much, but through advertising it can and 
is being done at a reasonable expense. 


A study of the advertising of financial 
institutions now appearing in the news- 
papers and magazines reveals some inter- 
esting facts. No longer is the space used 
restricted, as formerly, to two inches, single 
column. In the metropolitan dailies pages 
and half pages are sometimes taken to pre- 
sent important bank messages. Quarter 
pages are quite common, and eight and ten 
inches across two and three columns fre- 
quently appear. 

What kind of display advertisements are 
the banks using to attract customers? Are 
they stuffed with statistics, dry statements 
and long lists of officers and directors, which 
are of limited interest, or are they full of 
live, appealing facts that set people to think- 
ing about the helpful service these institu- 
tions can render? 

Most of the banks are doing good, con- 
structive advertising. Much of the mate- 
rial they are printing is, as it should be, 
of an educational character, because the 
ignorance of many persons concerning the 
functions of a bank or trust company, or 
of financial methods and practices, is amaz- 
ing. Since the great war the number of 
people who have become capitalists in the 
real sense of the term is quite large. Many 
of them are of humble birth and have only 
a rudimentary education. While some can- 
not read or write English. they are eager 
to learn, and in numerous instances their 
children who attend public schools act as 
their teachers. 

It is this frugal, hard-working class of 
people who need to be told of the service 
well established banks can render. They 
must be taught to discriminate between the 
irresponsible and the responsible banking in- 
stitutions; between securities that have real 
value behind them and those that are not 
worth the paper upon which they are so at- 
tractively printed. They must be made fa- 
miliar with the different kinds of invest- 
ments and the more common terms employed 
in financial operations. 

Then there is the great middle class of 
people who need instruction upon these same 
subjects. They are the well-to-do wage 
earners, the retail merchants, the profes- 
sional class, the small manufacturers, and 
many others. A majority, perhaps, have 
given little attention to financial institutions 
and methods. Beyond keeping their money 
on deposit in savings banks they have had 
no experience with them. Of the many ser- 
vices banks render they know little beyond 
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the fact that banks cash checks drawn 
against their deposits. 

And last, but none the less important, are 
the young people who, having finished their 
courses of study, are taking their places in 
the ranks of the world’s workers. 


Awakening the Sense of Duty 


_ the banks and trust companies 
have a pretty clear idea of the task be- 
fore them in carrying on their educational 
and institutional campaigns is shown by the 
advertisements they are running in the news- 
papers and magazines. A quarter-page ad- 
vertisement of one of New York’s big trust 
companies shows the portraits of two young 
children in a desk frame underneath which 
appears the headline caption: “Can They 
Depend on You?” 

“It is the blessing of childhood,” says the 
writer, “that it cannot know nor fear the 
future, taking without alloy all of the hap- 
piness that each new day brings. 

“But some one must think of the years to 
come. If you are a father, this thinking and 
planning is your problem. 

“Have your lawyer draw your will. Set 
up trusts by which you can assure yourself 
that your estate can be wisely administered 
and protected for the benefit of your family. 

“Make sure that your wishes shall be car- 
ried out by the appointment of an executor 
and trustee possessing responsibility, experi- 
ence and judgment—such as this company.” 

“A Tradition of Helpfulness” is the at- 
tractive catchline of an advertisement tell- 
ing of the service of a popular, long-estab- 
lished bank in downtown New York. To 
the left is a sketch of the bank building 
fronting on Broadway and beneath at the 
bottom appears the statement: “Capital, 
Surplus and Undivided Profits $33,700,000.” 

The text reads as follows: “In many 
parts of the United States, in small towns 
and in large cities, the services of this in- 
stitution have become a tradition. Business 
men have used it for years and have passed 
it on to their successors. 

“And around the tradition clings the loy- 
alty of the bank, fortified by its desire to 
serve customers well and to be helpful to 
them in all matters affecting their com- 
mercial banking interests.” 

In one of the high class magazines ap- 
pears the advertisement of a_ nationally 
known bank. “What You Can See Through 
Coupons” is the headline appearing over an 
illustration showing a young tourist couple 
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looking from the doorway into an oriental 
bazaar. “Money carefully invested during 
income-earning years,” says the text, “pro- 
vides the means and the time to see the 
world during income-spending years. Let us 
help you to lay out a farsighted investment 
program with the well-secured bonds we of- 
fer as a cornerstone. Offices in more than 
50 leading cities stand ready to give you 
personal investment counsel.” 

These advertisements are simply written 
and contain a selling idea. The text is brief 
and very much to the point. No words are 
wasted. The reader cannot fail to get the 
message. If all financial advertisements 
were constructed along the lines of those I 
have quoted, there would be less complaint 
on the part of some boards of bank direc- 
tors that they did not pay. 

But, occasionally there may be found a 
writer of bank advertisements who tempo- 
rarily labors under the impression that to 
get the attention of the reader he must de- 
vote the most of the space to subjects re- 
motely connected with banking. The tie-up 
is sO inconspicuous and occupies so little 
space that few people notice it or read it. 
Almost the only way the reader can tell it 
is a bank advertisement is from the name 
plate at the bottom. 

To most financial copywriters, such adver- 
tising represents a lost opportunity. Why 
should any bank devote its money to scien- 
tific discoveries or facts regarding the in- 


McFadden Bill 


(Continued from page 602) 


conscious of the divergent views of the two 
houses, and let the two groups reconcile 
their differences in conference. It was upon 
the recommendation of Mr. Dawes and the 
indorsement of Secretary Mellon that the 
new comptroller was elevated to his pres- 
ent post. The appointment was not political 
in any sense, it is understood. President 
Coolidge rejected the names of several men 
whose candidacy was backed by prominent 
politicians, and promoted Mr. McIntosh. 
Since Congress adjourned and it became 
apparent that the national banks would gain 
no relief at this time, there has not been 
any withdrawal of large banks from the 
system. While it is possible that some of 
the institutions that now operate under a 
Federal charter will leave the national sys- 
tem before the legislation comes up, the 
comptroller’s office indicates that the dis- 
position of the banks is to give the move- 
ment one more chance. The vital work 
of educating Congress as to what is pro- 
posed has been accomplished it is felt, so 
there should be little disposition to delay 
the consideration of the legislation, when it 
is brought up to permit the members of 
the two houses to familiarize themselves 
with what it contains and what effect it 
will have on state and national banks. It 
is reported that had the Senate voted on 
the revised McFadden bill, there would not 
have been more than seven or eight Senators 
recording opposition to it. While the comp- 
troller’s office has been advised by several 
important banks in large centers that they 


dustries, when there is such a wealth 
of subjects directly connected with 
bank service to talk about? No one 
likes to be tricked, even in a small de- 
gree, by advertising any more than 
he likes to be tricked in other ways. 


Bank advertising can be made as interest- 
ing and as productive as merchandise adver- 
tising—and banks everywhere are doing it— 


would immediately give up their Federal 
charters if they were to be restricted per- 
manently by the present limitations, it is be- 
lieved that they will defer making a definite 
decision until another year or so has elapsed, 
in hope that the laws will be modernized. 
So no immediate adverse effects to the na- 
tional banking system are expected as the 
result of the McFadden bill’s failure. 


More Teller Window Branches 


HERE are now more than 200 teller 
window branches in operation, and 
Comptroller McIntosh is continuing this 
policy of granting authority to establish ad- 
ditional offices where conditions warrant 
them. While there is a possibility of the 
legality of these additional offices being 
passed upon by the Supreme Court, it is 
believed in Washington that Congress will 
have acted before the highest court can 
pass upon the question. It is not an easy 
matter for anyone outside of those directly 
interested in national banks to institute liti- 
gation that would take the question to the 
Supreme Court for a decision, and naturally 
the shareholders in national banks are not 
eager to start an action that may have an 
adverse influence on their interests. If it 
were possible for an outsider to maintain 
an action that would force the Supreme 
Court to render an opinion upon the right of 
a national bank to maintain an additional 
office, it is believed in Washington that this 
step would have been taken long ago. 
Thus, it appears that the national banks 
are prepared to mark time until the new 
Congress has an opportunity to act upon the 
bill. The next regular session, which opens 
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How one bank adver- 
tised. The Union Trust 
Company of Cleveland 
threw open its banking 
room to permit its cus- 
tomers to hear President 
Coolidge over the radio. 


but such advertising can only be written by 
persons who will take the time to study the 
subject and put the bank into their copy. 


in December, will be a “long” session, ad- 
journment not being set for any particular 
time but until the two houses decide to 
quit. Should President Coolidge convene 
the Congress in special session in the early 
fall, as is generally anticipated in Wash- 
ington, an earlier start may be made, as the 
sponsors of the banking measure are mind- 
ful of the better chance for ultimate suc- 
cess if the bill was brought up early enough 
to escape a legislative jam. 


Europe Recovering 


improvement in the 
general economic situation” in Europe 
is reported by the National City Bank of 
New York. 

In a number of countries the growth of 
foreign trade—and especially the relatively 
larger expansion of exports than of imports 
has been carried further since the beginning 
of this year. In some cases the heavy im- 
portation of raw materials in recent months 
should be reflected presently in further ex- 
pansion of exports of finished goods. 

In matters of finance, also, developments 
are in the main gratifying. Budgets, which 
have long required heavy borrowing to meet 
current expenditures, are either fully bal- 
anced or so nearly normal as to remove 
the chief fiscal difficulties which have beset 
the respective governments. 

Readjustments in the fields of currency 
and finance are far from complete, of course. 
But constructive developments still prevail, 
and they contribute to the general growth of 
industry and trade. 
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The Savings Manager and the 
Retail End of Banking 


By H. H. REINHARD 


Vice-President, The National Bank of Commerce in St. Louis 


Wise Building Depends Upon Giving Depositors a Consistent 
Return on Their Money and the Bank a Fair Margin of Profit. 
Accounts Can Be Enlarged By Acting Before They Become 


Dormant. 


HILE commercial deposits rep- 

resent the working capital of 

the individual and of the cor- 

poration and are employed by 
the banks for supplying the temporary 
financing of both individuals and corpora- 
tions, savings deposits represent the differ- 
ence between earnings received and spent 
and are deposited for purposes of accumula- 
tion and subsequent permanent investment. 
They go into channels we usually term “in- 
vested capital.” Because savings are ap- 
plied to permanent financing, they have had 
an important part in the building and pur- 
chasing of homes, factories, schools, roads 
and every form of permanent improvement. 
The enduring nature of savings deposits is 
of interest, for an increase in savings in any 
community always means an increase in the 
per capita wealth of such community, and 
the banks, in this effort, provide funds for 
necessary development. It is a matter of 
special interest to national banks which are 
handicapped in the matter of showing a 
profit in their business, by the fact that they 
labor under a Federal Charter. However, 
amendments to present laws have been pro- 
posed and are anticipated to permit the em- 
ployment of at least part of savings deposits 
in longer term paper. . 


It is essential to the bank’s existence that 
we maintain our business upon a basis which 
will be attractive, not only to our customers, 
but to our banks as well. For almost a whole 
century before the birth of the savings 
bank efforts were made to conduct thrift 
institutions on a philanthropic basis and all 
such efforts failed. Even in its present suc- 
cessful form the savings department was 
long regarded by some senior officers as a 
necessary evil, and in their hostility they 
continued to classify it as a philanthropic 
effort. Styles in banking as well as in phil- 
anthropy undergo changes. It has been 
found out, for instance, that the man who 
has made his wealth and is in a position to 
retire but who continues in wisdom to di- 
rect his enterprise, giving to the world a 
useful article as well as providing employ- 
ment and happiness to the families of hun- 
dreds of employees, is in reality doing a 
greater work than the philanthropist who, 
through charity, seeks to correct the error 
of an uneconomic system. The old fogey, 
too, who begrudgingly countenanced the ex- 
istence of a savings department as a mere 
philanthropy might find today that much of 


his bank’s most permanent growth in the 
past ten years has been through his savings 
department. 

One thing is patent—the savings bank was 
not a success until put upon a self-sustaining 
basis and can only thrive on such a firm 
foundation. In studying ways and means 
for building and increasing business, the 
counsel of building wisely should be heeded. 
In the zeal for increasing deposits sight of 
the fact should not be lost that the bank’s 
business health depends upon giving the de- 
positor consistent return on his money and 
the bank a fair margin of profit. 


The Manager’s Problems 


Sener problems of the savings manager 
naturally group themselves under two 
general headings: First—The development 
of business already upon our books. Sec- 
ond—The procuring of new business. 

Both constitute fertile fields to work in. 
The banks are prone to have such sharp 
appetites for new business that they often 
disregard the “acres of diamonds” under 
their very feet—their present accounts. In 
developing the business already secured, it is 
just as easy to squander effort and money as 
it is in the effort to procure new business. 
It behooves us to weigh carefully the meth- 
ods employed. If we can develop analytical 
ingenuity, some pedagogical science and 
back it up with sales persistency, it will 
greatly help us in the problem of increasing 
our business. 

We receive the bank depositor in his raw 
state, untutored in bank ways, and some- 
times only “half sold” on the idea of saving. 
It is evident at once that educational effort 
will be required if we hope to develop him 
into a valuable savings customer and later 
graduate him into other departments of the 
bank. We should try to analyze the atti- 
tude of our new customer, then plan wisely 
and finally put into practice our sales effort. 
Those who have done any experimental 
work will agree with me that it is a waste 
of effort and money to attempt to revive all 
of your dormant accounts. Our bank, after 
a careful survey, learned that some accounts 
can be built up at a cost which is not pro- 
hibitive. We found that the best results in 
following up dormant accounts are procured 
within six months to one year after dor- 
mancy. If the account has been dormant 
one to two years, the favorable reply to 
treatment will be only 25 per cent of the 
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Promotional Plans Must Be Selected Carefully. 


response received in the case of accounts 
dormant only six months to one year. 


Acting Before Dormant 


HE secret is not to wait for them to be- 

come dormant. Every new account 
opened with us not showing growth is the 
recipient of a series of six letters produced 
on an automatic typewriter and signed by 
hand. 

This series starts off with the “thank you” 
letter. We find that they like the personal 
touch. The fact that these letters appear to 
be separately dictated, containing the name 
of the customer in the body, has been pro- 
ductive of some commendable results, al- 
though still in its experimental state. Not- 
withstanding, it was a big and tedious un- 
dertaking, we decided to divide our accounts 
into four groups: 

Group A—Satisfactory account, showing 
substantial balance or regular deposits which 
will in time mean satisfactory balance. 

Group B—Accounts which show intermit- 
tent effort within the preceding two years 
but not substantial growth. 

Group C—Accounts of trustees, usually 
for minor children. 

Group D—Accounts which have been dor- 
mant for two years or more. 

It is obvious that it would be a waste of 
time and effort to follow up the “A” ac- 
counts, except to learn where they are mak- 
ing investments. “B” represents the sus- 
ceptible accounts and treatment of this group 
brings the most abundant harvest. The 
manner of treatment is a debatable question. 
Folders are not so personal and the language 
employed may be more direct than could be 
employed in a letter. On the other hand the 
letter will probably receive closer reading 
for the reason that it is regarded as more 
individual. At the present time we are 
treating all of our accounts in the “B” group 
with folders. “C”—This group represents a 
trusteeship and while the trustee, to some 
extent controls the growth of the account, 
it is questionable whether the account will 
respond to treatment. At the present time 
we are not following up this group. “D’— 
This group of accounts has been dormant 
for two years or more. The percentage of 
favorable response decreases with the years 
of dormancy from 14 per cent for accounts 
three years dormant to 1 per cent for ac- 
counts dormant for five years, or more. Re- 

(Continued on page 643) 
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The Balance Wheel in the Treasury 


By LEWIS ALEXANDER 


How Robert G. Hand Serves as a Vital Cog in the Govern- 
ment’s Financial Machinery. Estimates Cash Position of Treas- 


ury. 


Recommends Investments and Sinking Fund Purchases. 


One of the Important but Unknown Federal Workhorses. 


HERE are cogs—and cogs—in the 
government’s financial machinery. 
Robert G. Hand is merely a cog 
—if you will accept his estimate of 
the service that he performs. But he is 
just about the most important cog in the 
machine that runs the Treasury Depart- 
ment in Washington. For Hand is the bal- 
ance wheel. The government is unlike al- 
most any other vast business. Its directing 
heads change with startling frequency, but 
somehow the business goes on. Obviously 
there is nothing mysterious about how it 
manages to run; for in almost every de- 
partment of the Federal government there 
may be found a few surprisingly able and 
efficient workers who stay on year after 
year and very nearly keep the machinery 
in motion. 

Every now and then such a figure will be 
lifted from obscurity and given partial rec- 
ognition for the merit of his service. But 
more often they labor unseen and unknown. 
Recently there passed out of the picture 
A. A. Adee, who came nearer to being the 
real Secretary of State than few of the 
hundred million Americans ever knew. The 
War Department had such a man in Thien, 
who was chief clerk for many decades. 
Thien started in as a mere clerk just after 
the close of the Civil War. He died in the 
harness a few years ago. Between these 
two dates he absorbed enough information 
and knowledge about the army to become 
its only walking encyclopedia and thesaurus. 
He was a historic fixture. 


Background Lovers 


| huton thirty-seven years just such a man 
served in the office of the Comptroller 
of Currency. Thomas P. Kane, appointed 
as secretary to the comptroller in 1886, knew 
far more about the details of the office than 
did almost any of the men who were des- 
ignated as his chief. As an indication of 
how much he loved the background, the late 
deputy comptroller wrote more than 500 
pages about the romance and tragedy of 
banking before using “I” in a single in- 
stance. 

The uncanny ability that Joseph S. Mc- 
Coy, the Treasury’s actuary, has for pluck- 
ing figures out of the air and foretelling 
what the national income will be from new 
taxes or tariff rates has been revealed from 
time to time. Some of the directors of the 
mint have been generous enough to indi- 
cate just how nearly Miss Mary M. O’Reilly 
has come to running the mints at various 
times during the past decade. 

Doubtless few know of the part that a 
retiring, diffident man named Hand _ has 
played in the operations of the Treasury. 


And yet he occupies a position of such im- 
portance as to justify the statement that he 
is the “balance wheel” of the Treasury. 
Garrard B. Winston, the Undersecretary, 
told a Congressional committee a few weeks 
ago: “I can say frankly that I think he is 
the most valuable man that I have found 
in the Treasury.” 

Hand has one of those ponderous, official 
titles. He is “Commissioner of Accounts 
and Deposits,” which means that he is the 
Treasury’s accountant. He must prepare 
estimates showing the cash position of the 
Treasury—how much money it has on hand, 
what obligations must be met on various 
dates and what it will need to pay for the 
running of the government at various times 
during the fiscal year. Every two weeks 
he must estimate how much the govern- 
ment shall withdraw of the funds on deposit 
with special depositories. When the banks 
subscribe for government securities, they do 
not turn the cash into the Treasury. They 
credit the government with this amount and 
keep it on deposit until called, paying 2 
per cent interest on the money. The funds 
are not withdrawn until they are needed for 
expenditures, but, as may readily be under- 
stood, the Treasury must not call for more 
than is needed, as this will cause it to lose 
interest on the idle money. On the other 
hand, it must not underestimate its require- 
ments, for this would prove embarrassing. 

Estimating what the government depart- 
ments are going to spend in advance is no 
sinecure, for all the factors of the human 
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equation enter into the figuring. Some de- 
partments are notorious for overestimating 
the amount of money they will need for 
various periods of the year. The budget 
bureau has been endeavoring to have the 
various bureaus distribute their spending 
more evenly over the year, but the govern- 
ment, as other businesses, has its seasonal 
fluctuations also. Discounting the estimates 
of the big spenders and making allowances 
for those who have to spend more than they 
think will be necessary are just little angles 
of the job. But Hand must know the 
cash position of the Treasury, so that it 
can keep the smallest working balance on 
hand and draw interest on the other money 
that belongs to it. Interest paid on gov- 
ernment balances amounted to $570,225 last 
year. The balance maintained in the general 
fund, which ran around one billion dollars 
a few years ago, now averages about $200,- 
000,000. 

The government’s income does not flow in 
steadily. Four times a year it receives the 
quarterly income tax payments. The reve- 
nues from tariff rates vary. Other sources 
swell the incoming returns until Uncle Sam 
has around four billion dollars a year. 


Sinking Fund Operations 


N the other side the government has 
to pay its debts. Interest on the issues 
of Liberty bonds, short-term certificates and 
other Federal securities must be met. A 
certain portion of the outstanding war-bonds 
must be retired annually for the sinking 
fund. As these maturing obligations be- 
come due, the Treasury must arrange to 
meet the interest, retire a small part and 
refund the other indebtedness. This re- 
funding of the vast public debt is a difficult 
and delicate operation. It is Hand’s job 
to estimate and to recommend to the Under- 
secretary just how big these refunding op- 
erations should be. Doubtless, he indicates 
how much interest the Treasury should pay 
for the money that it is going to borrow 
from the public, for one phase of his work 
requires him to follow the market money 
rates closely. The problem is to meet all 
obligations promptly, have plenty of money 
on hand for the requirements of the depart- 
ments and yet not too much working capital 
idle. The Treasury dislikes to go into the 
money market with an offering every few 
weeks, so the whole operation must be con- 
ducted with skill and adroitness, so that the 
disadvantages of having its income flowing 
in unsteadily will not cost the country too 
much. 
Another big job is to see that the nation 
gets the utmost from its own investments. 
(Continued on page 631) 
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Providing Investments for the 
Savings Depositors 


By V. R. PATTERSON 


Cashier, Wachovia Bank and Trust Company, Asheville, N. C. 


Finding Investments, Suited to the Individual’s Need, Not Im- 
possible. Income Should Be Independent of Current Earnings 


of Enterprise Issuing Bonds. 
Safety of Principal, Certainty of Income, and 


PROPER interest in the investments 

of our savings depositors, offers a 

most unusual opportunity for in- 

creasing our savings business. 

There never has been found a better adver- 

tisement than service. The exhibition of a 

proper interest in investments is certainly 

demonstrating our willingness to our de- 

positors to be of service, and must reflect 

itself in increased business, although the 

balances may be temporarily depleted as a 
result of individual investments. 

Regardless of our desire though to see 
our savings mount, the fact remains that 
when each individual account reaches a cer- 
tain sum, investments are in order and if 
bankers do not make or assist in making 
the necessary investment, it will be made in 
numerous cases by a person who is not in- 
terested in the welfare of the customer, but 
is only looking for an opportunity to further 
his own interests by selling a questionable 
investment or one that is not suited to the 
needs of the purchaser. 

The first requisite for a proper invest- 
ment for the savings depositor, and we 
should so impress the customer who does 
not have this in mind, is safety of principal 
and income. 

The thought naturally arises is absolute 
safety possible? An investment may be 
safe and perfectly so just so long as the 
present is concerned and consideration given 
for a reasonable time in the future. The 
philosophy of life and the limitations of 
the human intellect however prevent any 
statement regarding the absolute safety for 
all time to come of any investment. I think 
though we can proceed on the idea that a 
safe investment may be found over a given 
number of years at which time the funds 
may be re-invested after a careful exam- 
ination of the security then offered, thus 
giving the customer practically a perpetually 
safe investment. 

The real object in making a true invest- 
ment is to derive a satisfactory income; 
that will be regular and can be relied upon 
to be paid the investor without interruption. 


No Waiver of Interest 


fi fence stability of the income will depend 
upon the terms of the investment con- 
tract and upon the management and nature 
of the business. The terms should not al- 
low any waiver of interest payments. The 
true investment is one from which under 


the terms of the contract the income is in- 
dependent of the current earnings. 

The other two conditions mentioned really 
determine the stability of the income, for 
the management and the nature of the en- 
terprise really are the last word as to the 
perpetuity of the business. Management is 
considered from two view-points, character 
and ability, and character is placed first. 
Loans are not made by our commercial 
bankers if the character of the management 
is not above reproach. The ability, too, of 
the management is important. If the enter- 
prise is managed by people who have been 
successful in similar undertakings, the in- 
come will be far more secure than it would 
be under a less competent management. 

The nature of the business has an impor- 
tant bearing on the stability of income. If 
the company issuing the bond is manufac- 
turing an article highly luxurious, then in 
times of depression and dull business its 
trade will fall off in an alarming manner, 
thereby affecting profits and ability to pay 
expenses. Due to our complex way of liv- 
ing and the new age in which we find our- 
selves, it is rather hard to properly define 
essentials and non-essentials. However, we 
should satisfy ourselves that the nature of 
the business behind every bond we recom- 
mend is reasonably safe and secure and not 
subject to too violent changes in the mar- 
kets of the world. 


The Question of Yield 


ie connection with stability of income 
there is the question of the rate paid. It 
should not be taken for granted that the 
lower the rate the better the investment is. 
This is where the banker plays a large part 
in helping savings depositors decide the at- 
tractiveness of a bond, taking into consider- 
ation the amount the customer has for in- 
vestment; the income desired for a certain 
purpose; the tax position the bond occupies 
and the manner in which it would affect the 
customer from this all-important view-point. 
The average savings depositor will think 
first of rate paid, and other conditions that 
enter into the transaction will receive sec- 
ondary consideration. 

Every investor’s need is different. Some 
will depend wholly on the income for their 
sustenance; others will depend on the in- 
come for a part of their upkeep, while 
others will not need any of the income for 
living expenses. 
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Fundamental Elements Are 


Marketability. 


It is these considerations which cause the 
greatest difficulty in providing investments 
for savings depositors. For example: An 
investment which would be ideal for an 
elderly woman of limited means, counting 
on her income therefrom for support would 
hardly appeal to a young man actively en- 
gaged in business. In the case of the de- 
pendent woman with no other source of in- 
come but from her investments a higher de- 
gree of conservatism would be required than 
may be considered necessary in the case of 
the active business man who is self-support- 
ing and not dependent on his investments for 
his living expenses. 

I do not believe investments made by 
savings depositors require the same degree 
of marketability as investments made by 
others, still it is important on account of 
the probability of reverses, or sickness over- 
taking the customer. It is therefore neces- 
sary for the banker to look into this feature 
of the proposed investment, because he may 
be called upon to assist in disposing of the 
security. 


Bonds to Recommend 


HAT kind of bonds do we feel we 
can consistently recommend our sav- 
ings depositors? First, of course, comes 
government bonds—Liberty’s primarily, as 
they offer the best rate and for the average 
customer are tax free. Government bonds 
are subject though to changing money rates 
and general business conditions the same as 
any investment. This was strikingly illus- 
trated a few years ago when most of the 
issues were selling around $80 a hundred. 
They are now slightly above par. While 
there can be no better investment than gov- 
ernment bonds it is not always desirable that 
we recommend them, as income necessary for 
each customer may induce us to advise some 
other investment that while probably not as 
good, is safe and can be relied upon to be 
paid at maturity. A few days ago a cus- 
tomer asked me to buy $10,000 of Liberty 
bonds. I happened to know that this cus- 
tomer had around $20,000 in Liberties and 
on account of surtax above certain ex- 
emptions, we suggested another form of 
investment paying 4% per cent tax free 
which suited him better and he changed his 
original order. 
We, of North Carolina, naturally turn to 
our own state bonds in recommending an 
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Some of the Major Problems 


ECRETARY OF COMMERCE 
HOOVER recently propoufded an 
interesting question. ‘Why is it,” he 
asked, “that the people invariably 

trust the bankers in their home towns, but 
they seem to be afraid of bankers as a 
class?” 

Probably for the same reason that people 
who have never seen a ghost are very much 
afraid of ghosts. Sometimes people of this 
class sit by the fire at night and play upon 
each others nerves with outlandish tales of 
things that never happened and never could 
happen, which tales, being against common 
sense and against all human experience, 
nevertheless, have a certain fascination for 
weak intellects. “Jim,” the negro slave who 
shared adventures with Huckleberry Finn, 
achieved a wonderful reputation among the 
credulous blacks on account of a wild night 
ride with ghosts, and he became so stuck up 
that he was all but spoiled as a servant. 

Man comes into the world with many 
latent hereditary traits. Among them is 
the susceptibility to endow with strange and 
cruel powers the unknown things far off in 
the hinterland, which, as the story passes 
from lip to lip, grows in size, power and 
hideousness at each telling. 


Even in these days, there occasionally 
gets into print a story of some strange 
dragon-like creature sallying forth from its 
lair by night, seeking whom it may devour, 
and the story is printed all over the coun- 
try, as a matter of news. 

An eon or two ago men gained a little 
cheap notoriety by lurid tales of great mon- 
sters they had encountered. In this age and 
generation some men attract attention to 
themselves by discovering the money mon- 
ster. Our cave ancestors were mostly pikers 
battling with little monsters, which were 
satisfied with a dozen or two warriors for 
a meal and a few sheep and goats to top 
off with; but the modern valiant cannot do 
his stuff with that kind of an animal. 

His monster is a regular rip-snorter, 
which, while consuming humans on a mam- 
moth scale, also has such an appetite for 
farm products that he sweeps the whole 
country bare, and at last, his appetite tempo- 
rarily satiated, tops off by trampling prices 
under foot. 

The old valiants went out in the bush to 
do battle with the thing, and sometimes 
brought home a hide. The modern valiant 
has a better way of doing things. He gets 
into Congress, because the human voice 
makes a wonderful echo from Washington, 
and he tells his colleagues about the mon- 
ster whom he calls “Wall Street” or “Capi- 
talism.” 

They listen as gravely, as though the 
same story with little variation has not been 
heard all down the years to the 69th Con- 
gress, and even applaud when the valiant 
dares the beast to come out and engage in 
mortal combat. 

And because mankind has brought along 
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with him on his journey down through the 
ages some of the credulity which made his 
hair rise at the telling of the old jungle 
stories, people listen to the description of 
the golden monster devouring everything he 
can reach, and they even enter into solemn 
discussion of the thing—as if they had left 
common sense at home for a day’s rest! 


The Negligent Bank Director 


INCOLN was murdered because the 

man who was delegated to guard him 

left his post. McKinley was murdered be- 

cause the men who were guarding him let 

pass without examination a man who was 
supposed to have a bandaged hand. 

In the first case the guard went away 
to look at something else; in the second 
case the guards assumed that a man with 
a hurt hand was harmless, and so there 
were entered on history’s pages two black 
crimes which might have been prevented 
by a little more vigilance. 

It is not a far-cry from homicide to 
bank failures. Indeed, some form of 
murder, generally self-murder, frequently 
is linked with a bank failure. And in 
nearly every case the bank failure, with its 
resulting train of heart-ache, crime, despair, 
and commercial and domestic tragedy starts 
with the man who either neglects his duty, 
or assumes that everything is all right. 
That is the bank director, who often little 
knows or little heeds the tremendous re- 
sponsibilities which lie at his door. 

The director of every bank should 
actually direct, or he should relieve him- 
self of his responsibilities. If for no other 
reason than the selfish reason of protecting 
his good name and protecting his invest- 
ment, he should always be a director in 
fact as well as in name. The president of 
the bank needs the intelligent counsel and 
support of a good board of directors. With 
it he can make more money for them and 
can the better protect their investments and 
the deposits than he can without such 
support. 

To be of maximum value to his bank 
and to his community the director should 
have a thorough knowledge of his powers, 
his duties and an appreciation also of his 
legal and moral responsibilities. No one 
has a moral right to assume the office of 
director unless he has the resolution and 
the energy to be a director in fact as wefl 
as in name. The time required to so study 
his job that he shall be master of it will 
be time well spent. 

The extent of negligence among bank 
directors is suggested by the fact that 
scores of letters are constantly being sent 
out from the office of the Comptroller of 
Currency in Washington to chairmen of 
bank boards correcting practices and re- 
questing that the directors each send a per- 
sonal reply to the office of the Comptroller. 
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The negligence of directors is costly in 
many ways. First there is the loss of 
support to the executive officers of the 
bank; next there is the loss of opportunity 
for profit-making which could be embraced 
if the whole board had a direct, persistent, 
enthusiastic interest instead of a mere per- 
functory interest. Finally there is the great 
loss accumulating in a failure which reveals 
that capital has seeped away and the com- 
munity has been set back, for every failure 
is a set-back to the community in which 
the bank is situated, and often’ means a 
marred life to many individuals. 


A Ripple of Surprise 


A® a nation we are young. Besides our 
youth we have had an abundance of 
natural resources to make life enjoyable. 
In nothing have we been richer than in the 
extent of our lands. Always there has been 
so much land that the reverse of the old 
world problem of finding land for men has 
prevailed here. Sometimes our problem has 
been to find men for the land. 

It is, therefore, no wonder that the in- 
formation given in an article in this maga- 
zine last month, wherein a writer revealed 
that government authorities were already 
looking forward to the time when land here 
would be scarce, has occasioned a ripple of 
surprise and has been reproduced in many 
newspapers. 

But we in our youth and in the large- 
ness of our domains do not know the true 
value of land as do the peoples of older 
settlements. There is, for illustration, the 
Chinaman who has a garden patch on a 
raft floating in a river, and those who with 
ingenious economy and_ great industry 
terrace mountain slopes to make little 
spaces of earth yield. The first volume of 
the Nobel literary prize winner, “The 
Peasants,” quickens appreciation of the 
value of productive soil. There, in Russia 
Poland, where the scene is laid the poverty 
of the peasant is more or less acute ac- 
cording to the amount of land he is able to 
get possession of to till. Love, hatred, 
jealousies, quarrels, ambitions—almost the 
whole range of human emotions spring 
from the soil, or are influenced by the soil, 
or from the lack of acreage. To the people 
of such a nation the possession of land 
means far more than the average American 
can imagine. 

Many generations may come and go be- 
fore the scarcity of land here may become 
acute, but the initiation of a forward look- 
ing land policy on the part of the Federal 
government now, while the day is young, 
seemingly is the part of prudence. 

If the development and transmission of 
electric energy on a new scale checks the 
movement of the population cityward and 
turns it back, then land will have a new 
significance for many of the classes to whom 
it is now little more than a word. 


Opinions of the General Counsel 


Overdraft of Joint Depositor 


ir her marriage to a man, who was 
@ comparative stranger to her, the 
wife changed her former individual account 
to one reading “Mr. and Mrs. AB.” The 
husband deposited a check on a distant 
bank and checked upon the account. When 
the check was returned, dishonored, the 
husband had left town leaving behind a 
considerable overdraft. Can the bank re- 
cover the amount of this overdraft from 
the wife who received no benefit? Opinion: 
While one joint tenant in a bank deposit 
can, under the New York statute, draw out 
the whole amount of the deposit, his right 
stops there and there would seem no au- 
thority in law to bind his co-depositor to 
payment of a fraudulent overdraft. The 
relation of principal and agent does not 
exist as in the case of partners. 


From New York: “Can this bank recover against 
one joint depositor the amount of overdraft oc- 
casioned by the fraudulent use of checks by the 
other joint depositor? In the case we have in 
mind a lady depositor married a comparative 
stranger whom she introduced to the bank, and, 
at her request, the account was made to read, 
‘Mr. or Mrs. AB.’ The husband deposited in 
the account a check purported to be drawn on a 
far distant bank, and at once proceeded to check 
out the account, and when the check was re- 
turned, dishonored, it was found that he had 
left town, leaving behind a considerable over- 
draft. The bank seeks to charge the other joint 
depositor with the amount. It is conceded that 
the overdraft was occasioned solely by the activi- 
ty of the husband and that the wife received no 
benefit from it.” 

Section 148 of the Banking Law of New 
York provides in part: 

“When a deposit shall have been made by 
any person in the name of such depositor 
and another person and in form to be paid 
to either, or the survivor of them, such de- 
posit thereupon and any additions thereto 
made, by either of such persons, upon the 
making thereof, shall become the property 
of such persons as joint tenants, and the 
same, together with all interest thereon, 
shall be held for the exclusive use of the 
persons so named, and may be paid to either 
during the lifetime of both, or to the 
survivor after the death of one of them.” 

The account in the case submitted being 
payable to “Mr. or Mrs. AB.” was in form 
payable to either and came within the pro- 
visions of the above statute. Corcoran v. 
Hotaling, 148 N. Y. Sup. 302. While funds 
to the joint credit of two persons, such as 
husband and wife, cannot be paid on the 
check of one in the absence of agreement 
or statutory provision to the contrary, (Gish 
Banking Co. v. Leachman’s Admr., 174 S. 
W. [Ky.] 492) in the present case, the 
statute authorized a payment of the deposit 
to the husband and the bank would be 
protected in such payment to the extent of 
the amount of such deposit, although he 
withdrew same in fraud of the wife. 

But the question remains, did the right 
of the husband to withdraw the deposit in- 
clude the right to overdraw? 

In other words the question is whether, 
when one of two depositors of such an 
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account, in fraud of the other depositor, 
not only draws out the entire balance but 
also overdraws the account, such overdraft 
being permitted because of the credit of a 
worthless draft, later charged back, the 
bank can hold liable the other depositor 
for the amount of the overdraft. 

In the case of partners it has been held 
that checks of one partner overdrawing 
an account can be recovered from the other 
partner, although drawn without the knowl- 
edge or consent of the latter. Morris v. 
First Nat. Bank, 50 So. Rep. 137; Bank of 
Bellbuckle v. Mason, 202 S.W. Rep. 931; 
Adams v. First Nat. Bank, 18 S.E. Rep. 513. 

These decisions go on the theory that 
one partner is the agent of the firm and 
the other partner is estopped to deny his 
authority. 

But there is no similar rule of agency 
between joint tenants. As a general rule 
the act or contract of one joint tenant re- 
specting the joint property without the 
authority or consent of his co-tenants can 
not bind or prejudicially affect the latter, 
33 Corpus Juris 913. And where - the 
parties are tenants in common and not 
joint tenants neither, under ordinary cir- 
cumstances, can bind the estate or person 
of the other by any act in relation to the 
common property, not previously authorized 
or ratified, for co-tenants do not sustain 
the relation of principal and agent nor are 
they partners. 38 Cyc. 101. 

I have been unable to find any specific 
authority upon the question submitted. The 
question, as you say, is a novel one, but on 
general principles it would seem that while 
one joint tenant in a bank deposit can, 
under the New York statute, draw out the 
whole amount of the deposit, his right stops 
there and there would seem no authority 
in law to bind his co-tenant to payment of 
a fraudulent overdraft. 


Certification for Stranger 


BANK officer raises the question 

whether it is wise or unwise to make 
a practice of certifying checks where the 
person making the request is unknown and 
states there is a difference of opinion among 
bank officers and employees upon the 
question. Opinion: In view of frequent 
thefts from the mails and otherwise of 
checks which are altered and then presented 
for certification by unknown persons, banks 
by certifying take an unnecessary risk of 
possible future trouble and expense. Certi- 
fication makes it easier for the forger to 
deposit and collect the check through an- 
other bank and the bank must incur ex- 
pense: of suit to recover its money. The 
differences between the courts as to the 
effect of such certification (1) that it is a 
nullity and the bank remains liable to the 
drawer, (2) the drawer is discharged and 
the bank is liable to the true payee, place 
the bank in states which have not declared 
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either the one or the other theory in a 
dilemma as to its responsibility and recourse. 
Unless some good business reason exists to 
the contrary, it would seem the wiser course 
to refuse to certify for an unidentified 
stranger and confine certification to request 
of the maker or identified payee or of a 
holder bearing authority from maker or 
payee. 


From Ohio: The old question of certifying 
checks for a stranger was’ discussed at a meeting 
of bank employees and séveral different opinions 
were advanced. We note, in your Digest of Legal 
Opinions 1922 edition, under paragraphs No. 32 and 
No. 33, you do not recommend that checks be cer- 
tified for strangers and yet it is not made clear as to 
the real responsibility of a bank in so doing. In 
a publication of the American Institute of Bank- 
ing, entitled ‘Negotiable Instruments’ we find 
reference to a case of the Times Square Auto 
Co. v. Rutherford National Bank, 77 N. J. Law 
649, in which they claim that in certifying a 
check for a stranger, we are holding ourselves 
responsible in the same manner as if we cashed 
a check or issued a certificate of deposit for him. 
It seems rather strange to me that any such 
responsibility should be the case as we do not 
assume, in certifying a check, any responsibility 
for the endorser. It is true that we are responsible 
for the amount represented by the check, includ- 
ing the signature, date, etc., on the face of the 
check, but are we responsible for anything in 
connection with the endorsement? If a check is 
certified for a stranger could there be any further 
responsibility than the check itself calls for, or 
has the maker any right to ask that payment be 
stopped on a check because of the fact that he did 
not request certification and was not satisfied with 
the results of his purchase after having given 
the check? We would like any information you 
may be able to give us, or any advice as to 
whether or not it is wise or unwise to make a 
practice of certifying checks when the party who 
makes the request is not known.” 


As to the question whether it is wise or 
unwise to make a practice of certifying 
checks where the person making the re- 
quest is unknown, there is a difference of 
opinion among bank officers and employees. 

The Times Square case has been miscon- 
strued as it was not one where a check was 
certified for a stranger but for a payee who 
had procured the check by fraud, and the 
court held, nevertheless, the certifying bank 
was liable to such payee in the same manner 
as if it had first cashed the check for him 
and he had redeposited the money and taken 
a certificate of deposit therefor. The court 
held that in such case the maker had no 
right to request that payment be stopped. 

The assumption that the certifying bank 
assumes no responsibility for the indorser, 
is, generally speaking, correct, but must be 
coupled with the qualification that the 
Supreme Court of Illinois held in 1921 
(National City Bank v. National Bank of 
Republic, 132 N.E. 832) where a check pay- 
able to A was stolen by B who erased A’s 
name and inserted his own name as payee 
and the check, after certification, was in- 
dorsed by B and negotiated, that the cer- 
tifying bank was liable to an innocent in- 
dorsee who took title through the indorse- 
ment of B. The logic of this decision, if 
sound, might lead to a decision that where 
a check payable to A was certified on a 
forgery of A’s indorsement, the bank would 
be likewise bound to an indorsee. How- 
ever, we seriously question the soundness 
of this decision and think, as a general 
proposition, it is safe to assume that a cer- 
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tifying bank is not responsible upon a check 
bearing a forged indorsement, whether the 
forged indorsement was or was not on the 
check at the time of certification. 

The assumption, furthermore, that the 
certifying bank is responsible for the face 
of the check (amount, signature, date, etc.), 
concedes too much; that is to say, accord- 
ing to the common law and, as we believe, 
the true interpretation of the Negotiable 
Instruments Act, the responsibility of the 
certifying bank is limited to genuineness of 
signature and sufficiency of funds but does 
not extend to the amount or other par- 
ticulars on the face of the check. Here, 
again, under the theory of the Illinois de- 
cision, the certifying bank might be re- 
sponsible for the amount, date, etc., ap- 
pearing on the check at the time it is certi- 
fied; but, except in Illinois and until other 
courts take the same view, we prefer to 
believe the common law rule still prevails 
and is unchanged by the Negotiable Instru- 
ments Act and that a certifying bank is 
only responsible for genuineness of signa- 
ture and sufficiency of funds but is not 
responsible for the entire face of the check. 

We come now to the question, is there 
anything unwise in a practice of certifying 
a check for an unidentified stranger, who 
does not carry authority from maker or 
payee to request certification? 

Checks are frequently stolen from the 
mails or otherwise come into the hands of 
persons not entitled to them and frequently 
the amount is raised or the indorsement of 
the payee is forged. It will probably be 
conceded not good practice to pay a check 
to an unidentified stranger, for the bank 
wouid take the risk of his being entitled 
to the money and should it turn out other- 
wise, would be the loser. If instead of 
paying, it certifies a check for such stranger, 
is it not taking an unnecessary risk of 
possible future trouble and expense? It 
cannot know but that the check may have 
been stolen and the amount raised or the 
indorsement forged. If so, what happens? 
With the bank’s certification upon the check, 
the forger can more readily deposit and 
collect the check through another bank and 
the certifying bank is then forced to bring 
an action to recover the money. This in- 
volves trouble and expense and in Illinois 
under the decision above cited recovery 
would be doubtful. Under an earlier de- 
cision in Illinois (State Bank of Chicago 
v. Mid-City Trust & Savings Bank, 129 
N.E. 498, 295 Ill. 599) a check payable to 
G never reached the payee and was pre- 
sented by somebody neither maker nor 
payee and “accepted... payable when 
properly indorsed.” After certification an- 
other G forged the indorsement of the 
payee. The check was paid to a-bank in 
which the forger had deposited it. The 
certifying bank sued the collecting bank, 
basing its action on the declaration that it 
had accepted the check and was _ liable 
thereon to the true payee. The court in 
this case held that certification without the 
knowledge or consent of either drawer or 
payee was a nullity, that there was no 
certification and the bank remained liable 
to the drawer and not to the true payee; 
and that as an essential element of the 
declaration was acceptance and liability to 
the true payee, there could be no recovery 
on such a declaration. Here, then, is an 


illustration of the disastrous consequences 
which flow from certifying a check for a 
stranger. In a Nebraska case (Gasper v. 
Security State Bank, 191 N.W. 654) a check 
payable to G was delivered to C to be de- 
livered to the payee. It was not delivered 
to the payee but before indorsement was 
presented by some person neither the drawer 
nor payee and “certified ... good when 
properly indorsed.” ‘Thereafter the indorse- 
ment of G’s name was forged as payee and 
after passing through several hands the 
check was finally paid by the certifying 
bank. In this case the drawer of the check 
sued the certifying bank and _ recovered. 
Following the Illinois decision in the State 
Bank case it was held certification was a 
nullity and the amount of the deposit was 
still to the credit of the drawer and had 
not been assigned by the purported certi- 
fication to the true payee. Here, again, the 
certifying bank, by reason of certification 
for a stranger, was involved in an un- 
successful law suit. According to some de- 
cisions, certification for a holder neither 
maker nor payee nor indorsee of the payee 
is binding as a certification in favor of the 
true payee. Upon this theory, the bank 
certifying a check for an _ unauthorized 
stranger and after this paying same upon a 
forgery of the payee’s name, would no 
longer be liable to the drawer but would 
be liable to the true payee. When, there- 
fore, a bank certifies for an unauthorized 
stranger and afterwards pays a check which 
turns out to have been paid upon a forgery 
of the payee’s indorsement, the certifying 
bank in all those states which have not de- 
clared either one or the other of the two 
opposing theories that (1) certification is a 
nullity and the bank remains liable to the 
drawer (2) certification binds the bank to 
the true payee, finds itself in a dilemma as 
to its responsibility—a situation in which 
it would not be placed had it not in the 
first instance certified a check for an un- 
identified stranger. 

Looking at the situation from the legal 
point of view it would seem that where a 
check is presented for certification by an 
unidentified stranger there is always the 
possibility that it may have been stolen and 
raised in amount or the payee’s name or 
indorsement forged and that by certification 
the bank not only increases the chances of 
ultimate payment of the certified check but 
enlarges the possibility of becoming in- 
volved in a legal difficulty. Unless, there- 
fore, some good business reason exists to 
the contrary, it would seem that a wiser 
course would be to refuse to certify for an 
unidentified stranger and confine certifica- 
tion to request of the maker or identified 
payee or of a holder bearing authority 
from the maker or payee. 


Misappropriation of Mortgaged 
Corn 


MORTGAGED his corn to B and his 

cattle to C and fed the corn to the 
cattle, without the consent of either mort- 
gagee. Inquiry is made whether B can 
collect the amount of his lien on the corn 
from the proceeds of the cattle. Opinion: B 
cannot hold C liable for conversion nor 
have recourse to the proceeds of the cattle 
and his sole remedy is against A. 


From Nebraska: A, who lives in Nebraska, gave 
B, in June of last year, a chattel mortgage on 
his 1924 corn crop. Later A purchased from € 
a carload of cattle and gave a mortgage for the 
purchase price of the cattle on the cattle and his 
1924 corn crop. B immediately filed his mortgage 
so it was of record at the time A gave a mortgage 
to C. B learned of the mortgage to C and notifies 
C that A is feeding the corn mortgaged to B w 
the cattle purchased from C and that at the time 
the cattle are marketed B will take the necessary 
steps to collect the amount of his lien on th 
corn from the proceeds of the cattle mortgaged 
to C. C notifies B that he does not want A to feed 
the corn mortgaged to B to C’s cattle and that ( 
will not be responsible for the collection of B’s 
claim. 

Question—What are the rights of C? 


I fail to see any ground upon which |} 
can hold C liable nor collect the amount of 
his lien on the corn crop from the proceeds 
of the cattle mortgaged to C. I think that 
B’s sole remedy is against the mortgagor 
A. 

There is no liability of C on the ground 
of conversion. An intermeddling with or 
dominion over the property of another 
which is subversive of the dominion of the 
true owner and in denial of his rights is a 
conversion. Argo v. Sylacauga Merc. Co., 
12 Ala. App. 442, 68 So. 534. But in the 
present case, C did not authorize or assent 
to the misappropriation of the mortgaged 
corn and furthermore in Nebraska title to 
the mortgaged chattels remains in the 
mortgagor until foreclosure of the mort- 
gage. Drummond Carriage Co. v. Mills, 74 
N.W. 966, 54 Nebr. 417. Nor has B a lien 
on the cattle or their proceeds. The Ne- 
braska statute (Comp. Stat. Nebr. 1922 
Sec. 97) creates an agister’s lien for the 
keeping and feeding of live stock which 
operates when one person procures another 
person to feed and take care of the stock. 
But this statute would not apply to the 
present case, as the cattle remained in the 
possession of the mortgagor and further- 
more, the feeding of the corn on which B 
had a mortgage was not with the consent 
or authority of the mortgagee of the cattle. 
See Hale v. Wigton, 20 Nebr. 83, 29 N.W. 
177. 

I think, therefore, C, the mortgagee of 
the cattle, is entitled to same or their pro- 
ceeds free from any claim of B, the mort- 
gagee of the corn and that the latter’s sole 
recourse is upon the mortgagor A. 


A Recent Decision 


HEN, at time receipt for safety de- 

posit box rented by executors in name 
of estate was given, attorney for executors 
had been designated in writing on records 
of owner of vaults as person who could 
have access to safe and renters thereof had 
knowledge of rule that no one but renter 
or his deputy could have access to it, under 
contract he became renter’s deputy, and 
the safe deposit company could recognize 
him as person having lawful access to the 
box, and the safe deposit company is not 
responsible for securities the deputy pur- 
loined from the box when accorded access. 
West v. State Street Exchange, 146 N. E. 
37 (Mass. 1-25). 


Iowa bankers, through the perfection of 
a preparedness movement against banditry, 
have checked the crime wave in that state. 
Illinois is organizing along the same lines. 
The way to stop banditry is to be prepared 
tor it. 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


BANK’s Duty or Secrecy As TO CusTOM- 
ER’S AFFAIRS—NEW YORK. 
AN officer of a bank was negotiating 
for one of his customers to purchase 
a valuable piece of real estate, but had been 
an unsuccessful bidder. In the meantime, 
another bidder, also a depositor of the 
same bank applied to the officer for a loan 
to assist him in making the purchase. The 
latter states to the banker in confidence that 
he was the successful bidder, and that he 
made the purchase. The banker, however, 
learned a few minutes later that the state- 
ment was untrue and that negotiations were 
still open. He, thereupon, on behalf of the 
first customer made an offer which was 
accepted and the purchase was completed. 
An action was brought against the officer 
by the unsuccessful bidder who claimed 
that, as a depositor, he had communicated 
in confidence valuable information to his 
banker, of which the banker took unfair 
and unwarranted advantage to the plain- 
tiff’s injury and to the banker’s profit. 

The court held for the banker, stating 
that the information, because untrue, was 
not of a confidential nature and under the 
circumstances “having been thus told that 
plaintiff had purchased the property, no 
consideration of law or morals required 
Marcus (banker) to inform Liebman (sec- 
ond customer) that he had been an un- 
successful bidder, and by the same token 
his obligation to the Russeks (first cus- 
tomer) would appear to him to have come 
to an end.” M. L. Stewart & Co. v. Mar- 
cus, 207 N. Y. S., 685. (12-24). 

Note: It may be stated as a general 
proposition that the banker owes the cus- 
tomer a duty to keep the affairs of the 
latter confidential and not voluntarily dis- 
close them to others, except under legal 
compulsion; but in the absence of a statute 
prohibiting and penalizing the disclosure of 
information, the only result to the bank 
which would follow a breach of such duty, 
leaving out a moral sense of wrongdoing, 
would be a possible liability in damages in 
case the customer could prove that he had 
been injured by the disclosure of the in- 
formation which it was to his interest to 
have kept secret. See Digest of Legal 
Opinions of Thomas B. Paton, (1921) 
Opinion 492. 


BaNK MAKING STATEMENT THAT ACCOUNT 
or CorPoRATION HAD BEEN “VERY SATIS- 
FACTORY” AND INDUCING PUBLIC TO 
Buy Its Stock HeEtp A REPRESEN- 
TATION OF Fact. BANK LIABLE IN 
DAMAGES WHEN Stock Founp 
TO BE WoRTHLESS — KANSAS. 


BANK wrote the following letter ad- 

dressed “To Whom It May Concern” 
which was printed on the prospectus of a 
grain company, 500 copies of which were 
issued and distributed for the purpose of 
inducing the public to buy stock: 


Assistant General Counsel 


“The Union Stockyards National Bank, 
“Wichita, Kansas, June 25, 1920. 


“To Whom It May Concern: The H-O Hay & 
Grain Company have had their account with this 
bank from the time their business was started in 
1916. The account has always been very satisfac- 
tory, and well taken care of. The company is 
efficiently managed, and we have a very high 
estimate of the personal ability and moral character 
of the men behind this business, 

“We believe that funds invested in the securities 
of the company would be conservatively placed 
where there are good possibilities for good profit. 

“We shall be glad to give further information 
relating to this company to any one interested. 
The Union Stockyards National Bank, 


(Signed) S. C. Tucker, President.” 


The plaintiff bought $2000 worth of pre- 
ferred stock, relying upon the statements 
in the prospectus and “largely relying upon 
the letter of the bank.” He contends the 
stock was worthless when he bought it, 
and brought suit against the bank for 
fraud and deceit. 

The court held the bank liable, stating 
that the bank’s letter amounted to a repre- 
sentation of fact which misled the plaintiff 
to his injury. Shriver v. Union Stock- 
yards Nat. Bank, 232 Pac., 1062. (Kans. 
2-25.) 

Note: ‘The above decision should serve 
as a word of caution to banks who are 
willing to “cheerfully” recommend certain 
business adventures. 


INDORSEMENT OF CASHIER’S CHECK BY 
WronG PAYEE OF SAME NAME CONSTI- 
TUTES FoRGERY, AND BANK CASHING 
SAME AND GUARANTEEING SUCH 
INDORSEMENT Must REFUND TO 
IssuING BANK FROM WHOM 
IT RECEIVED PAYMENT. 


N answer to the question “Who stands 

this loss?” appearing in the February 
JOURNAL, page 540, the following reasons 
are set forth why the bank cashing the 
check upon indorsement for the wrong 
person will have to stand the loss, despite 
the fact that the person indorsing and cash- 
ing it has the same name as the true payee. 

The rule is that an indorsement of a 
check by an individual with the same name 
but not the same person as the true payee, 
is a forgery, and the drawee bank cannot 
charge the account of the drawer, unless 
negligence of the latter caused the loss. 
Likewise the bank cashing the check on 
the forged indorsement acquires no title 
thereto, and is liable to refund the monéy 
advanced to it when sent through for col- 
lection to the drawee bank. 

The only exception to this rule is where 
the drawee bank pays a check or other 
order on which the name of one of its 
depositors is forged as maker. In that 
case payment is final, and the drawee bank 
cannot recover (in the absence of statute) 
from one who had been an innocent holder 
of the item, for the bank is bound to know 
its depositor’s signature. But this rule is 
not carried any further, even though its 
depositor is the indorser, for a bank pay- 
ing a check cashed by another bank relies 
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on the guarantee of indorsement of the 
bank which relied on the indorsement in 
the first instance. Thus the court in Mo.— 
Lincoln Trust Co. v. Third Nat. Bank, 133 
S. W. 357, 154 Mo. App. (1911) 89, said 
“We know of no rule or decision, however, 
that holds that a bank is chargeable with 
knowledge of the genuineness of the signa- 
ture of its customer or depositor, appear- 
ing as indorser on the back of the check, 
or appearing anywhere on the paper, other 
than as drawer. * * * All the authori- 
ties we know of are to the contrary.” See 
also Digest of Legal Opinions of Thomas 
B. Paton, (1921), Opinions 1688 et seq. 


DraAwEE BANK PAyING CHECK WITH 
MAKeEr’s NAME ForcGep Bears Loss 
CAUSED BY Own_ ErRror—ILLI- 
NOIS. 


DEPOSITOR opened an account with 

a national bank by depositing a $500 
check drawn on another bank payable to 
himself, with the name of a farmers’ co- 
operative association forged as maker. The 
national bank put the check through the 
clearing house for collection, and the 
drawee bank paid it, not discovering the 
forgery. The cancelled check was charged 
against the account of the cooperative asso- 
ciation and returned to it with its state- 
ment at the end of the month. These 
items were not promptly checked, with the 
consequence that about three months passed 
after the deposit in the national bank be- 
fore it was notified that the check was a 
forgery. 

When the check was deposited the na- 
tional bank made a payment in money of 
$385 to the depositor, but the remainder 
was left on deposit, and was still there 
when the drawee brought this action to 
compel a restoration of the $500, which it 
had already restored to the account of the 
association, its own depositor. 

This court applied the doctrine that a 
drawee bank which mistakes a forgery for 
a genuine signature of one of its deposi- 
tors is bound by its error, and cannot 
subsequently compel a restoration of the 
money paid out to an innocent owner of 
the forged item. Therefore, the drawee 
bank could not recover the money, insofar 
as the $385 was concerned, which the bank 
of deposit had paid out. But as for the 
balance which was still on deposit to the 
credit of the forger, this sum had to be 
restored to the drawee bank which had 
paid out the money on the forgery. IF. S. 
Bank & Trust Co. v. F. N. Bank, 145 N.E. 
382 (Ill. 12-24). 


Unitep States AS PARTY TO NEGOTIABLE 
INSTRUMENT BouND BY SAME RULES 
AS PRIVATE PERSON. 


HE U. S. Veterans’ Bureau drew a 
check against itself for $47.50 in favor 
of a claimant, and before he cashed it it 
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had been raised to $4,750, which sum was 
paid by the bank where it was cashed. 
Through customary channels and with the 
usual collecting bank indorsements the 
check passed through the hands of defen- 
dant bank, which presented it through the 
Federal Reserve Bank and was paid the 
raised amount. The U. S. Treasurer (the 
drawer of the check through the Bureau 
agent) did not discover the alteration in 
amount until after paying the check. 

After discovering the raisure (just how 
long after payment is not disclosed in the 
case as reported) the United States brought 
this action against defendant to recover 
the excess, but was not allowed to recover. 
It was held that “it is enough that, when 
the United States elects to become a party 
to commercial paper, it assumes all the 
responsibilities of private persons under 
the same circumstances.” Nor could the 
fact that the government through its many 
clerks deals in large numbers of checks, 
as evidenced by the number, 48,218,587, on 
the check in question, alter the rule. Be- 
cause if Congress saw fit to it could re- 
quire issue of checks in non-negotiable 
form, thereby hampering their transfer. 
But since negotiable instruments are used, 
they are negotiable regardless of by whom 
drawn and paid. 

The rule that where the drawer of a 
check being also the drawee pays it to an 
innocent holder the payment is final as be- 
tween the payor, whose error caused it to 
pay, and the holder receiving payment. The 
rule is the same whether the instrument 
is raised, or otherwise forged. United 
States v. Nat. Exch. Bank of Baltimore, 
1 F. (2d) 888 (Md. 9-24). 


PAYMENT OF ForGeD oR RAISED CHECK 
SHorT STATUTE OF LIMITATIONS NoT 
APPLICABLE TO ForGED INDORSE- 
MENTS—NEW YORK. 


LAINTIFF depositor in defendant 

bank brought this suit to recover the 
amount defendant paid out of plaintiff's 
account on a check drawn by plaintiff, but 
on which the indorsement had been forged. 

More than a year had elapsed since the 
cancelled check with the forged indorse- 
ment had been returned to plaintiff deposi- 
tor, and defendant set up the defense of 
§326 of the N. Y. Neg. Inst. Act, which 
provides as follows: “Recovery of forged 
check. No bank shall be liable to a deposi- 
tor for the payment by it of a forged or 
raised check, unless within one year after 
the return to the depositor of the voucher 
of such payment, such depositor shall 
notify the tank that the check so paid was 
forged or raised.” 

The defense did not avail defendant, be- 
cause the court held that this did not apply 
to a forged indorsement, but only to a 
forgery of the maker’s name or an alter- 
ation in the amount of the instrument; 
that since “forgery” was not popularly 
understood to include an unauthorized in- 
dorsement, the legislature enacting the 
statute would not be presumed to have 
extended the statute to include that. Klein- 


man v. Chase Nat. Bank, 207 N. Y. Supp. 
191 (12-24). 
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ACCELERATING CLAUSE RESPECTING INSTAL- 
MENT Notes Matures ENTIRE DEBT 
Upon DEFAULT IN ONE OF SERIES 
—GEORGIA. 


LAINTIFF sold a house and lot to 

defendant, taking 110 notes therefor, 
one falling due each succeeding month. 
The notes made no recital concerning the 
maturity of the entire debt upon default 
in payment of any of the monthly notes, 
but the bond for title given by plaintiff to 
defendant when the sale was made con- 
tained a clause to the effect that upon de- 
fault in three of the instalment notes all 
the unpaid ones should immediately become 
due. 

Defendant defaulted on three notes, and 
plaintiff here sues on the entire debt as 
evidenced by the notes. Defendant set up 
the defense that the house had burned 
down, and plaintiff had collected enough 
insurance to more than cover all overdue 
notes, plaintiff having had the house in- 
sured for his own benefit. 

Plaintiff was allowed to recover, on the 
theory that the notes and bond for title 
were all one contract, and by the terms of 
the acceleration clause the entire debt was 
due instanter upon default in the notes. 
And the subsequent collection of more 
than enough insurance money to cover all 
the overdue notes was merely a payment 
on a debt totaling all the notes, as all the 
debt was then due, owing to the default. 
Gilford v. Green, 125 S. E. 80 (Ga. 10-24). 


Bank Nor LIABuE ON CHECK UNTIL IT 
ACCEPTS OR CERTIFIES IT IN WRITING 
— INDIANA. 


—. was approached by one of 
defendant’s depositors and requested to 
cash a check drawn on defendant bank. At 
first plaintiff refused to cash the check, but 
finally consented to do so after defendant 
was called on the telephone and promised 
to honor the check when it reached the 
bank in the clearings, if plaintiff would ad- 
vance the money on it then. Plaintiff cashed 
the check, but defendant refused to honor 
it when it reached them, and this suit is 
brought to recover on the check. 

Defendant bank was held not liable on 
its telephone acceptance or promise to pay. 
For under the Uniform Negotiable Instru- 
ments Act, §§ 132, 185 and 189, the court 
held that there was no acceptance, for the 
act prescribes that “the acceptance must be 
in writing and signed by the drawee.” Mans- 
field v. Goldsmith Bank, 145 N. E. 587 
(Ind. 12-24). 


CoLLECTIONS — BANK UNDERTAKING COL- 
LECTIONS LIABLE FoR Loss OCCASIONED 
BY Its FAILURE TO PROPERLY PER- 
FORM Duty—TEXAS. 


BANK purchased a draft drawn on a 

third party, with a stock certificate 
attached as collateral, which certificate was 
to be surrendered to the drawee of the 
draft upon payment. The bank sent it to 
its correspondent, the defendant bank here- 
in, for collection. 

The draft was not collected, and this 
action is brought to fix liability on the 
correspondent, because the stock depreciated 
and became worthless and the drawee now 
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refuses payment. On this set of facts the 
question presented to the court is as to the 
liability of the correspondent where the 
bank forwarding the draft had bought it 
outright, and the correspondent had negli- 
gently failed to present the draft until the 
value of the collateral had become nil. The 
court held that the correspondent having 
accepted the draft for collection assumes 
the duty of exercising ordinary care in 
presenting and collecting it, and for a fail- 
ure to so perform, is liable to the owner 
for the loss occasioned thereby. Citizens 
Nat. Bank v. First Nat. Bank, 260 S. W. 
219. (Tex. 3-24). 


CoLLECTIONS — FoRWARDING BANK Has 
BANKER’S LIEN ON Drart WITH 
Britt oF LADING ATTACHED FOR 
Sum ApDvANCED THEREON 
—MICHIGAN. 


trust company advanced 
$3000 on a $3778 draft accompanied by 
a bill of lading for corn. The corn was 
consigned to the drawee of the draft in a 
distant state, and the draft was sent by 
plaintiff to defendant bank at the place of 
the consignee, with instructions to collect 
on the draft and surrender the bill of 
lading upon payment. 

The consignee paid the draft by check 
(with the shipper of the corn named as 
payee) drawn on the defendant bank, which 
surrendered the bill of lading, and certi- 
fied the checks, presumably in preparation 
for forwarding to the plaintiff trust com- 
pany. But the sheriff seized the check on 
a claim under a former suit against the 
shipper of the corn, and after cashing the 
check the sheriff returned to defendant bank 
the excess over the claim, which excess 
was forwarded to plaintiff trust company. 

Plaintiff trust company having advanced 
$3,000 on the draft and bill of lading, con- 
tends that defendant trust company is liable 
to it, either for surrendering the bill of 
lading without payment, or if it received 
payment, then for not forwarding such pay- 
ment to plaintiff. On this suit plaintiff 
was allowed to recover from defendant 
bank, for it had been paid by check on 
itself and it held the funds for plaintiff 
who had a lien for its advance thereon. 
Jersey Shore Trust Co. v. Owosso Savings 
Bank, 194 N. W. 588. (Mich. 7-24). 


HERE stock is indorsed by owner in 

blank with assignment for value and 
with power of attorney to make transfer 
on books of company, and placed in hands 
of another person, good title may pass to 
an innocent purchaser for value either by 
way of outright sale or pledge, regardless 
of delivery to him being unauthorized or 
constituting a breach of trust; the owner 
would be estopped to question title so ac- 
quired. But the pledgee of stock so wrong- 
fully pledged by person to whom it was 
indorsed by owner was holder for value of 
such stock as against owner only to extent 
of money lent thereon at time of pledge, 
and not to extent of past-due indebtedness 
from pledgor. Where stock indorsed by 
owner was wrongfully pledged with bank 
by the indorsee, the bank acquired title to 
the extent of its advances made in good 
faith thereon. Heymann v. Hamilton Nat. 
Bank, 266 S. W. 1043 (Tenn. 12-24). 
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Burroughs 
Simplified Ac counting Plan 


Makes Better Customers 
for Banks 


The Burroughs Simplified Accounting Plan 
has been tested by five years of successful 
operation. ‘Today, thousands of concerns in 
every line of business are better bank cus- 
tomers because they use this plan. 


It increases their profits, prevents losses and 
gives them the daily figures that point the 
way to better management. And when 
they ask for credit, they can give you an 
up-to-date financial statement taken from 
records that are balanced every day. 


If you are interested in making better 
business men of your customers, we will 
be glad to send you a folder describing this 
plan. Call our local office or mail coupon. 


BURROUGHS ADDING MACHINE COMPANY 
6443 SECOND BOULEVARD 
DETROIT, MICHIGAN 


ADDING BOOKKEEPING : CALCULATING AND _ BILLING MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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SEEKING NEW BUSINESS ON OUR RECORD 


A Tale of 


Two 


Cities 


Tre FOREIGN DEPARTMENT 
of the Chemical reduces the 
world to two cities: Supply and 
Demand — financing goods 
from wherever they may be 
to wherever they are wanted, 
whether the transaction be 
import, export, or the domes- 
tic transfer of merchandise 
within the United States. 


THE 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUE at FORTY-SIXTH STREET 


Vigilant Director 
(Continued from page 614) 
latter was done with the evident purpose 
of making it appear as a genuine liability 

of the bank. 

When questioned concerning these certifi- 
cates of deposit, Nemo stated there were 
none outstanding, that he had kept no rec- 
ord of those issued and redeemed. One cer- 
tificate for $15,000 was ascertained to be 
outstanding and was brought in and re- 
deemed on the examiner’s orders, the de- 
positor being satisfied to accept payment in 
other notes which Nemo had on hand at 
the time, so that the bank suffered no loss. 

Another result of this investigation, in- 
stituted by reason of Director Brown's vigi- 
lance, disclosed a transaction wherein Nemo 
had received a draft for $11,000 from a 
loan company, to be turned over to a cus- 


tomer who had completed all papers in con- 
nection with the loan. The papers were 
in the hands of the loan company. How- 
ever, instead of turning the draft over to 
the customer, he indorsed the customer’s 
name to the draft, sent it through for 
collection, took notes out of the note case 
equal to $11,000, made the proper entries 
showing these notes to have been paid, and 
placed the notes in his own safety deposit 
box. He then notified the customer that 
before the funds would be available cer- 
tain additional insurance would have to be 
procured on the customer’s buildings, that 
the commission on the loan would have to 
be paid in cash, and the cost of all ab- 
stracts would have to be provided for. 
Usually all these expenses were deducted 
from the proceeds of the draft by the agent, 
and the balance of the loan turned over to 
the borrower. 


But as the borrower was already heavily 
involved, Nemo thought he would have 
difficulty in raising the $500 being required 
to satisfy these expenses. The borrower 
did have difficulty, but raised the money and 
paid it over to Nemo, who then gave him the 
proceeds of the draft, putting the notes 
back in the note case and crediting himself 
with the accrued interest for the two weeks’ 
time the notes were not part of the bank’s 
assets. 


Directors Adopted a Resolution 


NCE on the scent of this man’s trail, 

other apparently innocent transactions 
offered possibilities of irregularities. Dur- 
ing the course of the investigation, the board 
of directors was called into consultation and 
advised of developments, and it was sug- 
gested by the examiner that the surety 
company furnishing Nemo’s bond be noti 
fied of the irregularities disclosed. The 
board was reluctant to do this and actually 
passed a resolution, whereby the directors 
became individually responsible for any loss 
occasioned by Nemo, if the failure to notify 
the surety company should cause a forfeiture 
of its conditions. 

On checking over the register of drafts 
drawn on one of the bank’s correspondents, 
it was disclosed that a draft had been is- 
sued to Nemo for $570, and after standing 
on the records for a period of two weeks, 
it was taken up and paid by the bank it- 
self. This was an unusual transaction, and 
the reason for the issuance of the draft was 
sought. It was finally learned that a cus- 
tomer of the bank, an automobile dealer, 
had given Nemo his personal check that 
day for the identical amount. This dealer 
readily admitted that the $570 represented 
the bonus or “rake-off” for the past six 
months which Nemo was receiving on cars 
sold by the dealer. An agreement had been 
entered into about five years before, where- 
by Nemo was to receive $15 for each car 
sold by this dealer, which amount was later 
reduced to $10. The only service Nemo 
was to render was to see that the dealer 
got funds from the bank as he needed them 
to take up the bill of lading and so release 
the shipment of carload lots of automo- 
biles. The money was furnished by the 
bank, of course, and it was shown by the 
dealer’s records that Nemo had _ received 
over $5,500 as commissions in less than 
five years. When the details of this addi- 
tional activity of the cashier was presented 
to the board, substantiated by the affidavit 
of the dealer, the board decided to accept 
Nemo’s resignation. 


PAR CLEARANCE LIST DWINDLES 


The number of banks on the Federal Re- 
serve Board’s par list on Dec. 31, 1924, was 
25,125 and included, in addition to the mem- 
ber banks, 15,445 non-member banks. This 
total was 1496 below that for the end of 
December, 1923, and 3659 below that for 
December 15, 1920, when the number of par 
collecting banks was highest. The number 
of non-member banks collecting at par was 
smaller at the end of December, 1924, than 
in 1923 in all except the Boston, New York, 
Philadelphia, Cleveland and Atlanta districts. 
It was larger than in December, 1920, only 
in the New York and Philadelphia districts. 
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Why St. Paul Failed] 


(Continued from page 613) 


will be few problems of physical recon- 
struction or rehabilitation for the reor- 
ganization managers of the St. Paul to 
deal with. 

As to the future of the road: Its re- 
organization will coincide with that period 
of time when probably the most active ar- 
rangements for railroad consolidation are 
being made. In the tentative plan of the 
Interstate Commerce Commission the St. 
Paul was grouped with the Great Northern 
Railway forming System 15. The Chi- 
cago, Burlington and Quincy and_ the 
Northern Pacific, with the Chicago Great 


Western and Minneapolis and St. Louis, 
were to comprise System 14. But the per- 
sons most interested in the Burlington, 


Northern Pacific and Great Northern wish 
to preserve the relationships that have for 
more than 15 years existed between these 
roads and a new system or consolidation 
of the three lines has been considered by 
the Interstate Commerce Commission. The 
St. Paul would like to “join up” with the 
Union Pacific, but the suggestion has not 
met with any enthusiasm from the Union 
Pacific headquarters. Altogether the St. 
Paul is an orphan road in respect to in- 
fluential railroad relatives who feared the 
inevitable collapse and now that this has 
occurred may be more willing to discuss 
favorable terms. 

On its own merits, with a wise readjust- 
ment of capital I believe that the St. Paul 
will go forward steadily and bring re- 
wards to its security holders. The North- 
west is one of the most virile sections of 
the United States. It is recovering both 
its economic and its political poise. The 
St. Paul has given its radicals a lesson in 
what not to do to develop their territory 
in wealth and exploitation of its resources. 
Sooner or later there must be a fair ad- 
justment of railroad tariffs to meet com- 
petition with the Panama Canal. 

What a travesty it is that the United 
States government should be the largest 
creditor of the St. Paul railroad whose 
downfall has been produced in no small 
measure by the water rates from which 
the government benefits! 


Balance Wheel 


(Continued from page 622) 


The Undersecretary of the Treasury is re- 
sponsible for several classes of investments. 
He must keep the life insurance funds that 
the Veterans’ Bureau receives in premiums 
invested. The millions of dollars that the 
Alien Property Custodian is holding be- 
longing to German nationals must be kept 
busy though sequestered. The Treasury 
purchased securities of a par value of $292,- 
736,950 for this fund last year. There are 
investments for the civil service retirement 
and disability funds to be made. Indian 
funds, held by the Department of the In- 
terior for the nation’s red-skinned wards, 
must be invested. This is another job that 
Hand does. The railroads of the country 
owe more than $350,000,000 to the govern- 
ment due to the expenditures that were made 
by the railroad administration when the car- 


THE + CHOICE : 


OF : 


AMERICAN + BANKERS 


Banks bought it from blue prints 


Sorting table, posting shelf and check 
file all in one compact bookkeeping desk 


Now, any bookkeeper can sort, post 
and file checks all day long without 
once moving from the desk. 


Any bank — large or small — that 
uses machine posting can profit by this 
new unit. For it brings definite advan- 
tages unknown to any former method 
of handling checking accounts. 


Seven definite advantages 


1. Saves space—it occupies the space 
formerly required for the shelf on the 
bookkeeping machine stand. 


2. Saves time—3 bookkeeping activ- 
ities—sorting, posting and filing—are 
centralized at one point. 


3. Simplifies check filing—2 removable 
check traysin each drawer, 
conveniently placed, make 
it possible for bookkeepers 
to easily file checks in odd 
moments. 


4. Large capacity—there 
is sufficient check filing 
space in this unit to house 
a month’s checks of even 
the busiest bookkeeper. 
Duplicate signature cards 
may be filed if desired. 


steel 


Six Big Divisions of 
L.B. Service to Banks 
. Bank card record systems 
. Bank filing systems 
. Equipment, wood and 


. Cards and filing supplies 


. Specially-trained bank 
salesmen 


. Special bank services 


Analysis, Indexing, 
Statistical, Calculating 


5. Plenty of air and light—No tower- 
ing sides or cubby-hole effects to shut 
out the air and light of the book- 
keeper’s desk—only 31%" high. 


6. Standing or sitting posting —This 
unit can be used for standing posting 
by placing it on glass leg bases. 


7. L.B. Steel Construction—Drawers 
mounted on roller bearing slides — 
sliding sorting shelf and top covered 
with battleship linoleum; equipped 
with Yale locks; sponge and clip cups. 


Saves time and space 
A number of banks bought this L.B. 


Bookkeeping unit from the original 
blue prints. One of them handled a 
25° increase in business without 
additional bookkeepers and with three 
less file clerks. Another 
bank saved over25% space 
in its formerly cramped 
bookkeeping department 
and did away with three 
check filing clerks. 


Write today for detailed 
information regarding the 
marked economies the 
newL.B. Bookkeepingunit 
will bring to your bank’s 
bookkeeping department. 


Home Office: 230 Albany St., Cambridge, Mass. Salesrooms: 54 principal cities of United States, France 
and England. Factories: Cambridge, New York, Chicago, Ilion, N. Y., New Orleans and London, Eng. 


Library 


Bureau 


ounded 1876 


The new L. B. Bookeeping unit for banks 
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Tightening the Deadlines” 


Criminal Menaces to Banks 
on the Inactive List 


Criminal records of the past year show an increasing number of more 
daring assaults on the sanctity of negotiable paper. 


With the need for greater caution, and especially with the demand for 
keener apprehension and more decisive prosecution of these criminals, 
the American Express Company is tightening its deadlines. 


The 176 arrests effected through this Company’s efforts last year includ- 
ed bank robbers, holdup men, and forgers. Of this number a large ma- 
jority were confirmed criminals with records. Many of them had played 
on banks and financial institutions for years. 496 robberies, thefts and 
forgeries were involved. 


The persistent vigilance and quick action of this Company’s large and 
trained corps of detectives and secret service men is particularly appre- 
ciated by banks. The efficiency of its legal forces in effecting just pun- 
ishments gives added value to its detection of crime. 


Primarily a service in the interest of its own financial paper—especially 
its American Express Travelers Cheques—the good effect of this indi- 
vidual work is universal. Its special value is to banks and other financial 
institutions in this country and abroad, with which the American Ex- 
press Company is allied in a common interest. 


More than 17,000 banks sell American Express Travelers Cheques. 


More than half a million people carried these checks last year into every 
nook and corner of the civilized world—and always with the confident 
knowledge that their traveling funds were always safe and would al- 
ways serve them wherever they were. 


Through its “Travel Department” the American Express Company offers 
another helpful and very personal service including the purchase of all 
railway and steamship tickets, securing hotel reservation, offering pass- 


port assistance, etc., etc.—every possible service to make travel more de- 
lightful. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal ~ 


American Express Efforts Put 176 


SO SOSS SO GOGO SO DODO GH GO DOGO SOSH PSO SO GO 
> DOO 


April, 1925 AMERICAN BANKERS ASSOCIATION JOURNAL 


633 


riers were under Federal control. The com- 
mission is charged with the duty of collect- 
ing the maturing principal and interest on 
these obligations. 

Another operation that Hand has a part 
in is purchasing Federal securities for the 
sinking fund. Under the Victory Liberty 
Loan laws, the Treasury must retire yearly 
a certain portion of the outstanding bonds. 
To make this certain Congress has a fixed 
appropriation for the sinking fund which 
will amount to more than $300,000,000 this 
year. Obviously the government wants to 
use this money to the best advantage so as 
to buy in its outstanding securities at the 
lowest price possible. While the govern- 
ment discloses annually what it does with 
the sinking fund, there is a certain air of 
mystery around this operation. It never 
discloses what issues it is buying for the 
fund; its agents are unknown and the whole 
operation is accomplished without any pub- 
licity. The government cannot buy in its 
securities at an average of more than par, 
so this limitation somewhat circumscribes its 
activities. 

Naturally, the purchase of more than a 
third of a billion dollars’ worth of securi- 
ties calls for the exercise of keen judgment. 
The recommendations for the purchase of 
Federal obligations for the sinking fund 
go forward from Hand’s office to the Under- 
secretary. 


Hand Is Retiring 


OUBTLESS, one reason so little is: 


known of this man is that he cares 
to say nothing about himself. For, with- 
out the slightest pretense, Hand states he 
is nothing more than one little cog in a 
vast machine, functioning to make the work 
of his superiors easier. A third degree 
would be ineffectual if an outsider sought 
to make him talk for publication. 

His associates in the Treasury, however, 
are not so reticent. At the outset they will 
state that if the government enforced the 
eight-hour day, Hand would not last a week. 
He is what is known as a “plugger’— 
sort of a workhorse at figures. He is better 
known to the night watchman than he is 
to the guards at the door, who watch the 
rank and file pour out of the building at 
quitting time every afternoon. For Hand is 
notorious as a government worker who stays 
late, and no one takes a job more seriously. 
He is spare of frame, sallow of complexion 
and thunderously silent. Starting in the 
Federal employ as a clerk in the office of 
the Treasurer about twenty years ago, Hand 
advanced until he was assistant chief of 
the division in 1915. When the war broke 
out and the government’s operations in 
finance soared into the billions, there was 
a reorganization of the machinery. Some- 
one was needed to act as a sort of accountant 
for the Treasury. Hand was selected and 
has served in this capacity ever since. 


William Robert Wilson, until recently President 
of the Maxwell Motor Corporation of Detroit, and 
prior to that for several years a Vice-President of 
the Irving National Bank of New York City, has 
been selected to be President of the new Guardian 
Trust Company of Detroit by the Committee in 
charge of its organization. 


The Underlying Security 


HE Bell System’s property on 

December 31, 1924 had a book 
cost of $2,270,000,000. It includes 
among other things, land, build- 
ings, central office equipment, 
conduits, cables, station equip- 
ment, poles and wires. 


This property is the foundation of 
the nation-wide telephone ser- 
vice furnished through 16,000,000 
telephones in 70,000 cities, towns, 
and rural communities. 


Its maintenance and operation 
necessitate the services of 270,000 
skilled and loyal workers. By 
means of it, 46,000,000 telephone 
conversations are held daily. 


A nation-wide plant and a na- 
tion-wide service—both furnish 
security to Bell System investors. 


The dividend rate of the stock of 
A. T. & T.—parent company of the 
Bell System—is 9%. This investment 
stock can be bought in the open 
market to yield a good return. Write 
for booklet,“Some Financial Facts.” 


SECURITIES CO. Ine * 


D.F. Houston, President 
195 Broadway NEW YORK 


“The People’s 
Messenger”’ 
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The Condition of Business 


The Total Volume of Trade Has Recently Been Very Large, But 
Ample Facilities for Production, and Efficiency in Management, 
Labor and Transportation’ Have Combined to Keep Forward 
Buying Moderate. Increased Efficiency in Industrial Production. 


HREE months 
since the annual 


have now passed 
first of the year 

business forecasts made their ap- 

pearance with almost universal 
prophesies of abundant prosperity in 1925. 
During this period production in basic in- 
dustries has been in large volume, building 
construction has been active, commodities 
have moved rapidly into distributive 
channels, buying generally has been at a 
high rate, and, in short, the sum total of 
the volume of trade has averaged con- 
siderably above normal. Yet notwithstand- 
ing the testimony of the statistical evidence, 
reports come from some quarters of disap- 
pointment that a real “trade boom” has 
not developed, with its familiar symptoms 
of competition for supplies of goods and 
labor, rapidly rising prices for commodities 
entering into industry, and generally ex- 
panding order books. 

But under the conditions which now 
exist, the absence of these earmarks of 
boom times is not generally regarded as 
indicating that the pace of business has 
been slower than was reasonably to have 
been expected at the turn of the year. In 
previous periods of business recovery when 
the volume of orders for future delivery 
attained high proportions, there were usu- 
ally some particular inducements for mer- 
chants and consumers to contract far ahead. 
In 1919 and the early months of 1920, for 
example, prices of manufactured goods 
were advancing rapidly and in order to 
protect themselves, buyers felt it necessary 
to place their orders far in advance at pre- 
vailing prices. Force was added to this 
consideration by a highly uncertain labor 
situation and the frequent freight conges- 
tions on the railroads which made is unwise 
to count on keeping stocks in shape on the 
basis of frequent orders for immediate 
needs. 


General Efficiency 


URING the present period of business 

recovery, these inducements have been 
noticeably lacking. Although average prices 
of commodities at wholesale touched in 
February the highest point in four years, 
the increase from the low point of last 
summer represented chiefly an advance in 
the prices of agricultural products, and 
since February the weekly price averages 
have tended downward. In many lines 
of industry, the producing power of plant 
and equipment with the additions made dur- 
ing the war enabled manufacturers prompt- 
ly to meet increasing demands from con- 
sumers. Competition with other producers 
has stimulated resourcefulness in manage- 
ment, and this, together with generally 
ample labor supplies, particularly in the 
unskilled and semi-skilled grades, has 


resulted in increased industrial efficiency. 
Yet this movement has not generally been 
at the expense of the laborer, for while a 
review of wage changes among factory 
employees shows that in almost every 
month since last May there have been more 
persons affected by wage reductions than 
by wage increases, the number included in 
reductions has been small compared with 
the general movement toward higher wages 
in 1923. An indication of an increase in 
the output of goods per worker appears 
in the fact that while the volume of pro- 
duction in the 22 basic industries reported 
on by the Federal Reserve Board has re- 
cently averaged substantially higher than 
a year ago, factory employment through- 
out the country has been considerably lower 
than a year ago. 

The transportation system, too, has been 
brought to an unusually high degree of ef- 
ficiency for quick delivery. Although the 
number of cars loaded with revenue freight 
has been reaching new high records for this 
time of the year, as noted in greater detail 
in a later paragraph, the volume of traffic 
as measured by net “ton-miles” of freight 
carried has been running slightly smaller 
than two years ago. The key to the situa- 
tion appears to lie in the increased indus- 
trial efficiency combined with the fact that 
the carriers are moving freight more ex- 
peditiously than ever before. Buyers 
generally have therefore found it safe to 
pursue a conservative policy, avoiding large 
forward commitments and the tying up of 
capital in warehouse stock. Small but fre- 
quent orders have sufficed to keep stocks 
of goods adequate, and this tendency has 
increased the proportion of less-than-car- 
load shipments and cut the average load 
per car to about a ton less than two years 
ago. 


Basis for Prosperity 


N important element in the recent con- 

fidence in good times, the National City 
Bank of New York notes, is found in the 
belief that conditions are now more nearly 
right for a free, full exchange of goods 
and services than they have been for a 
long time. “The principal condition for 
such exchanges is that the price-relations 
shall be approximately those to which the 
people are accustomed; in other words, 
that what everybody has to sell shall com- 
mand about the usual quantity of other 
things. When this is the case there will 
be employment for all and the products 
will move into consumption.” Much prog- 
ress has been made toward this end during 
the past year and more is going on. A 
condition more nearly approaching equi- 
librium has been established between agri- 
culture and the rest of the business struc- 
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ture. Prices of farm products now. stand 
in a “pre-war” parity with other products 
for the first time in recent years, and while 
the bulk of the farmers’ products of last 
year went to market before the highest 
prices were reached, evidence of this im- 
proved position appears on all sides. The 
liquidation of long-existing indebtedness at 
banks and stores has put a sounder founda 
tion under the whole business structure in 
the farming communities. Goods have 
been moving into distributive channels more 
freely in these sections, and retail trade has 
become more active. The total volume of 
purchases of all kinds thus far in 1925, as 
indicated by the volume of funds checked 
out of banks, has far exceeded any record 
for the period, running more than 11 per 
cent above even 1920, although such ex- 
changes were expanded then by average 
prices nearly 25 per cent above this year's 
average. The increase over last year has 
been shared in by every one of the twelve 
Federal Reserve districts, but has been 
most marked in the agricultural sections. 
The table below shows the dollar value of 
debits to individual accounts in 140 centers 
throughout the twelve districts during the 
first two months of the year in comparison 
with the same period of 1924. The dis- 
tricts are arranged according to the per- 
centage of increase shown over last year, 
and it is seen that out of the first six rank- 
ing districts five lie in the Mississippi val- 
ley. New York City is shown separately 
from the rest of the New York district, 
since the totals there are affected by specu- 
lative and financial transactions to a muclr 
larger extent than elsewhere. 


(Millions) Per cent 
Jan.-Feb. Increase over 
District 1925 1924 
Minneapolis) ............. $1,369 25.7 
4,843 16.3 
New York (exc. N. Y. C.) 1,469 10.7 
Philadelphia ............. 3,953 8.3 
San Francisco ........... 5,216 3.1 
Total, 140 centers ..... $40,849 10.7 
New York City ......... 50,606 20.4 
Total, 141 centers ..... $91,455 15.9 


The grain districts of Minneapolis, Kan- 
sas City, and St. Louis rank high in in- 
crease, while the high position of cities ir 
the Dallas district apparently reflects the 
profitable year which cotton growers have 
enjoyed. The final census cotton ginning 
report shows last year’s yield to have been 
the largest picked in eleven years, exceeding 
by nearly 200,000 bales the great crop of 
1920 and not having been exceeded since 
the “buy-a-bale” crop of 1914. Not only 
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The quiet, comfortable and unusually attractive floor of Armstrong's 
Cork Tile in the Liberty Savings & Trust Company, Chicago, III. 


A Floor that Is More 
than Just the “Bottom of the Room” 


of the room,” something to walk on and 

hold up the furniture, almost anything 
will do. But if you consider it in terms of 
comfort, quietness and beauty, Armstrong’s 
Cork Tile will be your choice. 


| F you think of a floor as just the “bottom 


The photograph, of course, can only sug-. 


gest the appearance of this floor. The de- 
sign is made up of light and dark brown 
tiles, and you can easily see how attractive 
it is, and how much it adds to the decora- 
tive value of the room. In whatever de- 
sign the tiles may be laid, there is a warmth 
and dignity in a floor of Armstrong’s Cork 
Tile that fits particularly well into the 
atmosphere of the bank. 

Underfoot, Armstrong’s Cork Tile is as 


noiseless as carpet, perfectly nonslippery, 
and so springy and resilient that you can 
walk or work on it all day without that 
tiring strain always so noticeable on hard 
floors. 


An ideal floor for the man who works on 
his feet; an ideal floor, too, from the archi- 
tectural standpoint, Armstrong’s Cork Tile 
is preeminently the floor for the offices and 
working spaces of the modern bank. 


When you plan for flooring or reflooring, 
send for a copy of the book “Armstrong’s 
Cork Tile Floors.” The illustrations, all 
in color, will give you an idea of the effects 
obtainable, and a sample tile will show you 
the material itself. 


ARMSTRONG CorRK & INSULATION COMPANY 


Division of Armstrong Cork Company 


176 TWENTY-FouRTH STREET 


PITTSBURGH, Pa. 


Also manufacturers of Linotile Floors 


Armstrong's Cork Tile 
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Specialized Service to Banks 


Guaranty ‘Trust Company 
of New York 


Main OrrFice: 140 Broadway 
Firru Avenue Orrice: Fifth Ave. and 44th St. 
Mapison Avenue Orrice: Madison Ave. and 6oth St. 


NEW YORK 


London Offices: 
32 Lombard St., E. C. 3 50 Pall Mall, S. W. 1 
Bush House, W. C. 2 | 


Paris: 1 & 3 Rue des Italiens Brussels: 156 Rue Royale 
Liverpool: 27 Cotton Exchange Buildings 
Havre: 122 Boulevard de Strasbourg 


Antwerp: 36 Rue des Tanneurs 


NOTICE TO BANK EMPLOYEES 


How would you like to increase your income 
from $1,000 to $3,000 a year during your spare 
time? Write me today for information and 
full particulars. (No stock proposition.) 


JAMES R. GOODING 


NEW YORK CITY 


was the yield well up to the average of the 
good crop years immediately before the 
war, but the price averaged nearly double 
what it averaged then. The textile indus- 
try is apparently amply supplied with raw 
material for the rest of the current season, 
for although takings by domestic mills and 
for excort have thus far exceeded last year 
by 1,750,000 bales, the American crop is 
found to have been nearly 3,500,000 bales 
larger than that of 1923. 


What the Roads Are Carrying 


URING the first eleven weeks of 1925, 

the railroads moved the greatest num- 
ber of carloads of freight ever handled at 
this season, the total of 9,923,000 cars be- 
ing nearly 2 per cent larger than in the 
similar period a year ago. An analysis of 
the traffic during this period according to 
types of freight, presented in the table be- 
low, throws considerable light on recent 
developments in many phases of business. 
The very high level of industrial activity 
has presumably contributed to the sub- 
stantial increase in miscellaneous freight 
loadings, which include manufactured 
products and raw materials used in manu- 
facture, and to the smaller gains in load- 
ings of coke and ore. Increases in mer- 
chandise and less-than-carload freight, par- 
ticularly in some of the western districts, 
reflect the current tendency of buying for 
immediate needs only and thus give evidence 
of a large movement of goods into retail 
trade channels and into consumption. As 
the bulk of grain products moved to market 
last fall under the stimulus of good prices, 
such loadings recently have been smaller 
than a year ago. The falling off in coal 
loadings this year has reflected the slump 
in coal mining since the middle of January 
and calls attention again to the excess ca- 
pacity of the coal industry and the disad- 
vantage under which union mines have been 
placed in competition with mines not bound 
by fixed wage scales. The figures are given 
below in thousands of cars, i.e., with three 
000’s omitted : 


First 11 Change from 


Commodity weeks, 1925 1924 
Miscellaneous .........+.. 3,369 + 143 
Merchandise, and _less-than- 

CATIORE. 2,625 99 
Forest products ........+. 824 + 3 
Grain and products ...... 495 —14 
1,991 — 83 

All commodities ....... 9,923 + 152 


The Shift in Building 


UILDING contracts awarded through- 

out the country at large continued in 
February close to the high levels of last 
year, notwithstanding a sharp falling off 
in the New York district, where the volume 
of building had been unusually large for 
the last two years. New construction in 
New York was the smallest in any month 
in two years and more than 40 per cent be- 
low a year ago, due chiefly to a decrease 
in residential contracts in New York City. 
In other sections, however, residential 
building was larger-than last year, and 
this, together with increases in commercial 
buildings, public works and utilities, and 
miscellaneous projects, both in New York 


fe 
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and elsewhere, kept the totals for the coun- 
try at a high level. This change in type 
of construction is indicated in the table be- 
low, which shows the value of contracts 
awarded in 36 states, in millions of dol- 
lars: 


First 2 Change from 
Type months, 1925 1924 
Residential $263 — $49 
Commercial 106 + 21 
Public works and utilities .. 88 + 22 
40 — 4 
Educational ......cccccece 36 — 14 
AN 62 + 18 
TOM: $596 — $6 


Money and Banking 


ETWEEN the middle of February and 

the middle of March, loans or reserve 
system member banks in the principal cities 
throughout the country continued to in- 
crease and reached the highest point in four 
years. Loans made largely for commer- 
cial purposes had been at a high level since 
last fall, and loans on stocks and bonds, 
which had increased almost continuously 
since last summer, reached the largest 
amount on record. Partly offsetting these 
increases, however, the banks reduced their 
investments to the lowest point since last 
September. 

These changes in the volume of member 
bank credit were accompanied by larger 
recourse to the Reserve Banks and some- 
what firmer conditions in the money mar- 
kets during the early part of March. The 
rate on commercial paper advanced from 
3% per cent to 4 per cent, notwithstanding 
that the volume of open-market borrowing 
had shown much less than the usual sea- 
sonal increase from the first of the year. 
Dealers’ offering rates on 90-day bankers’ 
bills held unchanged, however, at 3%4 per 
cent. Loans for 60 to 90 days on stock ex- 
change collateral advanced to 4 to 4% per 
cent, compared with 2 to 234 per cent at 
the summer low point, and call loan re- 
newals averaging around 4 per cent were 
the highest in nearly a year. 

As is usually the.case at the quarterly 
Federal tax periods, money conditions be- 
came temporarily easier after March 15 
and member banks sharply reduced their 
borrowings at the Reserve Banks. The 
chain of events which gives rise to such a 
situation is clearly explained in the last 
annual report of the Federal Reserve Bank 
of New York. At each tax date the Treas- 
ury receives income tax payments, redeems 
maturing obligations, pays interest on a 
considerable part of the bonds and notes 
outstanding, and often issues new certifi- 
cates, notes, or bonds. Largely because of 
their number, it takes several days to com- 
plete the collection of all income tax checks. 
The disbursements of the Treasury on tax 
day are therefore usually in excess of its 
balances, causing it to secure funds 
temporarily from the Reserve Bank on a 
special certificate of indebtedness to meet 
its disbursements. Thus large amounts of 
Reserve Bank funds are temporarily placed 
on the market and money conditions tend 
to become temporarily easier. From day 
to day, as income tax checks are collected, 
the funds they represent are withdrawn 
from the market, the Treasury reduces and 
finally retires the special certificates of in- 
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‘Practice Thrift 
and Give Service’’ 


ha 


Swift & Company's rigid avoidance 


of waste is emphasized, 


in his annual 


address to the shareholders, by 
L. A. Carton, treasurer. 


The Company's service to the pub- 
lic, extending over two score years, 


is based on thrift. 


Developing new uses for by-products 
is just one way of helping to make it 
possible to sell meat products at 
prices which place them within the 


reach of everyone. 


Swift & Company's annual statement 


is more than mere figures. 


The 1925 


Year Book tells the story of the com- 


pany's business year. 


We shall be 


glad to send you a copy FREE, 


Address: 


Swift & Company 


Public Relations Department 


Union Stock Yards 
Chicago, Il. 


debtedness, money conditions tend to be- 
come firmer again, and member banks tend 
to increase their borrowings at the Reserve 
Banks. 

While a transaction of this character 
takes place at most, if not all, of the Feder- 
al Reserve Banks on each tax date, it is 
in New York that the Treasury disburse- 
ments are largest and the effect on money 
market conditions is most noticeable. 


Percival’s Roll 
By H. C. Norris 


yy eg Cole had a wonderful roll. 
As big roundabout as a telegraph pole; 

It was the delight and the pride of his soul, 
And he flashed it on every occasion. 


Always on tap for a touch from the chap 

Who whimpered a tale of financial mishap, 

It treated, it bet,°and it went shooting crap 
Till it suffered a lot from abrasion. 


“Hide it away,’’ said an oldster one day, 

Approaching the youth in a fatherly way. 

“Put it_safe in a bank and, once in, let it stay—’’ 
But Percival laughed in derision. 


He “couldn’t hand much” to these bankers and such, 

For “without ready money a guy was in Dutch.” 

So he hammered his roll till it needed a crutch, 
For it weakened with speed and precision. 


The opulent flash of Percival’s cash 

Attracted the notice of Tony the Gash, 

Who waited at night for our Percy and—crash! 
Our hero at last saw his blunder. 


Percival said as they bandaged his head, 
“I’m a dub and I’m broke and I’m pretty near dead; 
But the next roll I get when I rise from, this bed 
I’ll flash in a bank-book, by thunder.” 


(From an advertisement of the First National Bank 
of Jackson, Miss.) 


led 
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field men. 


1st Wisc. Nat'l Bank Bldg. 
MILWAUKEE 


Case of Bonds 


(Continued from page 612) 


pointed out that there are more than enough 
“open numbers”—against which no bonds 
have been retired—to offset the duplicates. 

Nearly all of the duplicates were among 


the temporary bonds. The Treasury stated 
that, while 85,634,787 pieces of these bonds 
had been issued to the public, fewer than 
a half million pieces were outstanding a 
year ago. 

Taking the $5,000 and $10,000 denomina- 
tions of the temporary bonds issued in 1917 
and 1918, Mr. Mellon recited that out of a 
total of 721,200 pieces delivered to the pub- 
lic, all except 72 bonds had been received. 
There are 72 numbers available on the rec- 


SELLING 


N the re-saleof securities, we are fully aware of 

the fact that there are obstacles to be overcome 
if real success is to be attained. Our field repre- 
sentatives are experienced bank men—they know 
the many advantages of bank-bond distribution 
and how to stress these advantages—and in 
many instances have assisted materially in the 
development of profitable bond departments. 

Effective ideas and plans for winning interest 
in bonds and for actually creating sales, methods 
for organizing effective bond-selling units and 
practical suggestions for efficient departmental 
organization are at your disposal, through these 


As a profitable bond department must neces- 
sarily link with an effective sales organization, we 
feel that this service is of incalculable value. 


Write for pamphlet outlining the scope 
of our Investment Service for bankers, 


BANK SERVICE DEPARTMENT 


| Hyney, Emerson & Co. 


39 South La Salle Street, Chicago 


118-120 Burdick Arcade 
KALAMAZOO 


ords to take care of these outstanding bonds, 
he announced. When more bonds of the 
smaller denomination come in, the Secretary 
expressed confidence that similar proof of 
no duplication would be shown. 
Overshadowing all questions raised dur- 
ing the controversy is that as to whether 
or not there has been a duplication in Lib- 
erty bonds. There were side issues. The 
investigators claimed that the Treasury had 
proceeded with the destruction of the re- 
tired securities in order that proof of these 
duplications might not be made available. 
It was insisted that the Treasury Depart- 
ment had continued to destroy these bonds 
even after President Harding had directed 
that these retired securities be held in the 
Federal vaults. Secretary Mellon scouted 


A, W. Hall new director of the Bu- 
reau of Engraving and Printing at 
Washington 


the suggestion that he had acted contrary 
to the wishes of the President, and displayed 
a fresh opinion from Attorney General 
Stone upholding the right of the Treasury 
to destroy the securities after they had been 
duly redeemed. 

The outstanding feature of the whole 
controversy is that the duplications, whether 
they be in the numbers appearing on the 
bonds or in the bonds themselves, are an 
infinitesimal fraction of the total issue of 
government securities. It is clear that the 
amount will not exceed one million dollars, 
so there is no reason for the financial world 
to have disquieting fears over the integrity 
of its public debt. A first-hand investiga- 
tions of the conditions under which the 
bonds are produced should convince any 
open-minded person that mechanical slips, 
such as would creat duplicate numbered 
bonds, are easily possible. 


Not Wholly Conclusive 


HUS it appears that the last chapter 

in this inquiry will remain unwritten 
and the investigation by Congress unfinished 
without a finding that is conclusive enough 
to be acceptable by both sides. However, 
there is not even a lingering doubt in the 
mind of Mr. Mellon. 

“A most exhaustive investigation,” the 
Secretary told President Coolidge, enables 
him “unreservedly to confirm the integrity 
both of the government’s obligations and 
those branches of the Treasury service which 
have been engaged in the handling of pub- 
lic debt securities. Certainly three and a 
half years of fruitless investigation should 
be sufficient to demonstrate that the charges 
are baseless. The charges started with a 
great conspiracy and ‘hundreds of millions’ 
in fraudulent securities, but during the in- 
vestigation these general charges have grown 
less and less, until now the only specific 
evidence of fraud presented is the theft of 
$13,100 of paid securities and their second 
presentation, the facts concerning which the 
Treasury itself made known. This is not 
a duplication of securities, but a duplicate 
payment of the same securities.” 
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Aids the Farmer 


(Continued from page 609) 


2rades just as are many other agricultural 
products. Under existing conditions the 
buyer or seller of seeds has no adequate 
basis for comparing prices quoted by differ- 
ent seedsmen for so-called fancy, choice, 
good, or branded seed because there are as 
many of these private grades or brands as 
there are large seedsmen. 

As increasing attention is being paid to 
seed that produces hardier plants, larger 
yields, etc., there is an increasing demand 
for selected or certified seed of known 
origin. General appearance is frequently an 
unreliable indicator of the real value of seed. 
Two lots of seed of the same appearance 
may be offered for sale, but one may be 
suitable and the other entirely unsuitable for 
sowing in a given locality because of its 
origin. Study is being given to the pos- 
sibility of developing an adequate system of 
certification, registration, and inspection of 
seeds that would make it possible for the 
buyer to know the origin of seed and that 
would otherwise afford him greater protec- 
tion for which he would be willing to pay 
the premium demanded for selected seed of 
known origin. 

Increased ravages of the boll weevil and 
other factors contributing to the high cost 
of producing cotton make valuable any 
method that will tend to reduce this cost. 
Investigations of methods of preparing and 
marketing cottonseed for planting purposes, 
the results of which were widely published, 
showed that the combined processes of de- 
linting and recleaning the seed for planting 
offered possibilities for marked improvement 
in the cotton-growing industry. 

Analyses have been made of many sam- 
ples of recleaned seed together with corre- 
sponding ginned, delinted and “screenings” 
samples to ascertain the degree of success 
with which cottonseed is being recleaned by 
various dealers and the factors affecting the 
efficient operation of recleaning machines, 
with special attention to delinting. Cost of 
the combined operations of delinting and re- 
cleaning, and the effect of the operations on 
the commercial and agricultural value of 
cottonseed for planting purposes were 
studied. 


Practical Value of Recleaning 
Cotton Seed 


proposition was approached from 
the standpoint of commercial growers 
and dealers, who handle annually about 20 
per cent of the cottonseed required for plant- 
ing, because they are in position to install 
the necessary machinery and begin the pro- 
cess immediately. During these studies and 
since the publication of the results a number 
of growers’ organizations and dealers have 
installed machinery to delint and reclean the 
seed grown and sold by them and some of 
the certified seed growers’ organizations in 
the South have recently planned to install 
the equipment. 

Benefits of indiscriminate delinting are 
not yet fully established, but results to date 
of the use of delinted and recleaned cotton- 
seed indicate that a more general applica- 
tion of this practice should mean millions to 
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St. Louis 


is the world’s largest market for 


Hardware 
Boots and shoes 


Piston rings 
Barbers’ supplies 


Sugar mill machinery Raw furs 


Woodenware 
Steel furnaces 


Horses and mules 
Stoves and ranges 


Hardwood and pine 


of local conditions qualify us to 
handle St. Louis business for banks, 
trust companies and individuals to 
best possible advantage. 


Rererve firtem 
_EIGHTH AND LocusT 


Copital Surplus 
Ten Million Dollavs 
-TO ST. CHARLES 


SAINT LOUIS 


| 
| 
Close association with St. Louis 
affairs and thorough understanding 
Member Federal 

i 


the cotton farmers of the South as it tends 
toward both increased yields and lower cost 
of production per unit. The practice has 
attracted attention in foreign countries. In- 


formation received indicates that it is being 
seriously considered by the New South 
Wales Department of Agriculture and the 
British-Australian Cotton Association. 


Dewey Supervises Comptroller’s Office For Treasury 


ITH a realignment of duties of Treas- 
ury executives, Assistant Secretary 
Charles S. Dewey will have jurisdiction 
over the Comptroller of the Currency’s of- 
fice, the United States Treasury, the Bu- 
reau of Engraving and Printing and other 
agencies having to do with the Federal cur- 
rency and its disbursement. 
Undersecretary of the Treasury Winston, 


with Assistant Secretary Dewey, will have 
full charge of fiscal operations for the gov- 
ernment. With the retirement of Eliot 
Wadsworth as one of the assistants to Mr. 
Mellon, Mr. Winston will serve as secre- 
tary of the World War Debt Funding Com- 
mission and will act for the Secretary on 
Federal Reserve Board matters. He will 
have supervision of the Farm Loan Board. 
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Means of Promoting Savings 


Business 


Many Ideas Brought Out in Regional Conferences, But Emphasis 
Was Laid on the Opportunity to Assist the Home Builder 
and at the Same Time Increase the Earnings by Obtaining 
Higher Yield than May Be Obtained from Other Investments. 


HE means by which savings busi- 

ness can be promoted were search- 

ingly reviewed in the four sections 

of the United States during the 
months of February and March when 
regional conferences were held in San 
Francisco, Minneapolis, Chattanooga and 
Boston, under the auspices of the Savings 
Bank Division of the American Bankers 
Association. 

While the programs were diversified, em- 
phasis was laid upon the opportunity for 
the savings bank to lend its funds to assist 
the home builder and, at the same time, 
increase its earnings by obtaining a higher 
yield than may be obtained from other in- 
vestments. Considerable interest was 
manifested in the several conferences in 
the methods of figuring and paying interest, 
the speakers outlining the several methods 
that may be employed to reduce the cost 
of the accounts to the bank without chang- 
ing the annual rate offered. 

There was a common interest in the prob- 
lem of advertising, the conferences con- 
sidering the direct mail, bank window dis- 
play, house organs, street car and billboard 
and other forms of advertising. Stress 
was laid upon the necessity of visualizing 
the object sought and aiming the literature 
at this target, while reference was made 
to the real problem of not only selling the 
people the idea of having savings accounts 
but the idea of having them at the banks 
advertising the service. 

The question of investments was ex- 
haustively considered both from the stand- 
point of buying bonds for banks and pro- 
viding investments for savings depositors. 


T the Chattanooga conference the de- 
velopment of savings business was the 
outstanding feature. 

How advertising may be directly linked 
with the opening of new accounts was re- 
lated by O. B. Henderson, cashier; East 
Tennessee Savings Bank of Knoxville, who 
described how the bank gave a credit of 
five dollars in a savings account to every 
person who clipped twenty different ads 
appearing in the newspapers and presented 
them with four dollars in cash. In the 
distribution of home savings banks, a 
charge of 75 cents is made; but if the cus- 
tomer returns the bank in good condition, 
the money is refunded. 

Explaining why a bank may spend thou- 
sands of dollars and yet be unable to see 
new accounts come in as a direct result, 
Dale Graham, of the Mississippi Valley 
Trust Company of St. Louis, explained that 
the whole public was not in the market for 


bank accounts at all times. The problem 
of the advertising man is not only to sell 
people the idea of having savings accoynts 
but the idea of having them at his bank, he 
stated. Name publicity, in his judgment, 
is the biggest part of the battle. 

Chiefly due to more profitable farming, 
bank deposits in Arkansas grew from 
$38,027,619 in 1914 to $157,165,170 in 1924, 
said H. M. Cottrell of the Union Trust 
Company of Little Rock. Emphasizing the 
extent that the southern states depend upon 
cotton as the one crop, statistics were 
quoted showing that out of 2,550,407 farms 
in ten southern states, 1,872,326 of them 
grow cotton. Relatively few of them pro- 
duce enough poultry and eggs and com- 
monly used foods to supply their own 
needs. He urged the wider raising of 
food products to make the farmer more 
nearly self-sustaining. 


OOD leads may be obtained on new 
families moving into communities 
through the school savings system, F. W. 
Blacock, assistant cashier of the Fulton 
National Bank of Atlanta, said in discuss- 
ing its possibilities. It is desirable for the 
bank to maintain a separate window for 
the sole use of school savings, he stated. 
It is an easy matter for a bank to or- 
ganize a distributing agency of its own 
for the delivery of mass direct matter, 
Grover Keyton of Montgomery said. He 
described how his bank had distributed ad- 
vertising matter by dividing the city into 
twelve routes and using high school stu- 
dents to do the work. 

Dissatisfaction arising from direct mail 
methods results from the failure to under- 
stand it properly and to use it properly, 
C. H. Handerson of the Union Trust Com- 
pany of Cleveland said. It should be under- 
stood that not all people are prospects, he 
continued, and in buying direct by mail ad- 
vertising one should thoroughly establish 
whether or not the bank is seeking pub- 
licity or advertising. It is necessary to 
visualize the target to be aimed at so that 
the natural, outstanding desires of the list 
and the appeal of the messages should tally 
with as much exactness as possible. In 
sending out direct mail literature, the list 
should be fitted to the message if success 
is to be attained, he declared. 

It should be remembered that when a 
bank has induced a new savings depositor 
to avail himself of its facilities, it has not 
closed a sale but only opened a relation, 
G. Prather Knapp of the Bankers Service 
Corporation of New York said. The test 
of a savings department’s value is not how 
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many accounts it produces but how many 
growing balances it has and holds, he 
stated. By analyzing its accounts and 
reaching depositors before they join the 
ranks of the dormants, a bank will obtain 
the best results. A personal call is the 
most effective contact with customers and 
the lowest cost of a contact is to be had 
through the billboard, he told the con- 
ference. The real objective should be to 
make each depositor a steady user of the 
bank. 


HE importance of agriculture in the 

economic life in New England was 
stressed at the Boston Conference in Bos- 
ton on March 12, while the link of savings 
and insurance was treated in a number of 
addresses. The system in force in Massa- 
chusetts whereby savings banks are per- 
mitted to write life insurance was de- 
scribed by C. F. Martin, treasurer, City 
Savings Bank of Pittsfield, Mass. The 
insured savings plan is still alive, A. C. 
Robinson, president of the Peoples Savings 
& Trust Company of Pittsburgh declared in 
stating that the plan may be widely used if 
standardized and advertised as its financial 
value has been demonstrated. 

In considering how the bank may aid the 
home builder, a description was given of 
mortgage operations in and around Boston 
by Carl M. Spencer, president, Home Sav- 
ings Bank, Boston. He stated that the term 
of mortgages on real estate handled by 
savings banks was usually from 3 to 5 years 
and asserted that a periodical revaluation 
of property was favored rather than the 
application of amortization principles to 
mortgage loans. In this district, there has 
been a little over expansion of building 
and the banks look forward to a probable 
deflation of real estate values, but not 
enough to seriously affect investments. 

W. Franklin Burnham, the retiring presi- 
dent of the Massachusetts Real Estate Ex- 
change, treated the basis of valuation of 
property offered for mortgage and said 
that 5 and 6 room types of houses were 
found to be in greatest demand. The 
square hip roof house is most salable, with 
the Dutch colonial ranking second. Labor 
represents 80 per cent of the cost of the 
house, he estimated. 

An improved system of protecting the de- 
positors from the operations of “blue-sky” 
salesmen was related by Edward L. Greens, 
manager, Boston Better Business Com- 
mission. 

The part that financial advertising, direct 
by mail, service departments and_ school 
and industrial savings play in promoting the 


April, 1925 AMERICAN BANKERS ASSOCIATION JOURNAL: 


| 
| {- 
‘ 
a 
{ 
\ 
: . 
a 
} 


For Its Helpful Spirit and Proved Capacity 


SELECT 
Your Cleveland Correspondent 


“These’s a Spirit of Helpfulness 
in the Guardian Bank” —proved 
by its growth and rank among 
the leading banks of America. 


he GUARDIAN TRUST Co. 


CLEVELAND, OHIO 
Resources in Excess of $110,000,000 


When writing to advertisers please mention the American Bankers Association Journal 
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Corporate Building Bonds 


A type of security which combines the safety of first mortgage real 
estate bonds with the safeguards and marketability of 
high grade corporation issues. 


The following 


Corporate Building 


Bonds are large issues and widely dis- 
tributed. They are secured by first mort- 
gage on properties in business districts 
of growing cities where values are. in- 


herently stable. 


INTEREST 
RETURN 


Allerton Fifty-Fifth Street 


(New York) 5.50’s 


5.75 


Ferry Station Post Office 


(San Francisco) 6’s 


. 5.90 


Commercial Station Post Office 


(St. Paul) 6.00’s 


Liggett-Winchester-Ley Realty 


(New York) 7’s 


5.95 


. 6.00 


Allerton Corporation 


(New York) 5.00’s 


. 6.20 


State Randolph Building 


(Chicago) 6.50’s 


. 6.20 


United Masonic Temple Building 


(Chicago) 6.50’s 
Belmont Building 


(New York) 6.50’s 


International Commerce Building 
(New York) 6.50's 


Jewelers Building 


(New York) 6.50’s 


. 6.20 


. 6.45 


. 6.45 


. 6.45 


Plankinton Building 


(Milwaukee) 6.50’s 


. 6.50 


Transportation Building 


(Chicago) 6.50’s 


. 6.50 


Complete details regarding any of the 
above issues will be furnished on request 


P. W. CHAPMAN & CO, INC. 


6 S. La Salle St. 


CHICAGO 


savings idea was presented by other speak- 
ers at the conferences. 


HE Minneapolis conference covered a 

wide range but produced some interest- 
ing and valuable addresses on savings. One 
of the outstanding features was the address 
by Allard Smith, vice-president of the 
Union Trust Company of Cleveland, in 
which he described how banks should back 
up their advertising by merchandising the 
service they have to offer. “Backing up 
the advertising inside the bank involves, 
first, a layout of actual physical banking 
facilities to such an extent that service 
can actually be performed as advertised; 
second, properly and effectively merchan- 
dising your product—service—and third, de- 


42 Cedar Street 
NEW YORK 


velopment of personal salesmanship among 
the employees to such a point that they will 
voluntarily attain that degree of intelli- 
gence, responsiveness, efficiency and courtesy 
which is necessary in order to live up to 
the bank’s advertising,” he said, in de- 
scribing the way to do it. 

Five addresses were made on modern 
methods in savings bank operations, while 
the problems of banks in the smaller towns 
were treated by men who were intimately 
acquainted with them. The advertising 


forum reviewed the various means of tell- 
ing the world of the service of savings, 
while ways that had proved of practical aid 
in building business were described to the 
conferees. The plan of paying customers 
for bringing in new savings accounts by 
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crediting their own savings account with 
the reward was advocated by A. S. Martin, 
assistant cashier of the Continental and 
Commercial Trust & Savings Bank of 
Chicago. 

Edgar L. Mattson, president of the Na- 
tional Bank Division, spoke at the dinner 
held during the Minneapolis conference, 
extending greetings to the savings bankers 
from the national bankers. William E. 
Knox, President of the American Bankers 
Association, addressed the Boston  con- 
ference. 

Alvin P. Howard, President of the Sav- 
ings Bank Division, presided over all four 
of the regional conferences and addressed 
each meeting. 


Central States Conference 


OURTEEN states were represented in 

the annual conference of the presidents. 
vice-president and secretaries of the Central 
States Bankers Association at the Book- 
Cadillac Hotel, Detroit, March 23 and 24. 

This conference, now in its fourteenth 
year, serves as a clearing house for the 
executive officers of the State Bankers As- 
sociation and affords annual opportunity 
for cooperative effort in furthering the 
work of organized banking. This year’s 
conference was especially valuable due to 
the energetic efforts of President R. E. 
Wait of Little Rock, Arkansas, and Sec- 
retary Mrs. H. M. Brown of Detroit. 

The four day sessions included talks by 
John A. Goodell, ere of the National 
Thrift Committee, N. Y., James E. Clark, 
Editor of the rte BANKERS Asso- 
CIATION JouRNAL, J. E. Baum, Manager, 
Protective Department, American Bankers 
Association, N. Y., Wayne Hummer, Presi- 
dent, Illinois Bankers Association; but 
probably of greatest value to banking was 
the informal exchange of ideas brought 
out in the various discussions covering a 
wide range of subjects in which there was 
general and free participation by the presi- 
dents, vice-presidents and secretaries. 

Among those contributing to the discus- 
sions was Ben S. Paulen, President of the 
Kansas Bankers Association and who is 
also Governor of Kansas. 

Paul J. Ullrich of Mount Clemens, Presi- 
dent of the Michigan Bankers Association, 
presided at a dinner at the Book-Cadillac 
Hotel in the evening of the first day and, 
at the conclusion of the conference, a sec- 
ond dinner was tendered at the Detroit Ath- 
letic Club at which William J. Gray, presi- 
dent of the First National Bank, Detroit. 
presided. 


Prizes for Financial Research 


Three thousand dollars in prizes for 
financial research are available during the 
present year under a plan instituted in 1923 
by the Chicago Trust Company. In the list 
of topics from which choice may be made 
are a number of much debated questions 
in the field of trust company banking and 
of financial organization. A general an- 
nouncement of the prizes and a special cir- 
cular entitled “An Opportunity for Think- 
ers in Banks,” will be sent on request by 
Dean Heilman of the Northwestern Uni- 
versity School of Commerce, chairman of 
the committee of award. 
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Savings Manager 
(Continued from page 621) 


vival in this group would entail a pro- 
hibitive cost and we therefore designate 
them as dead and are not giving time or 
effort on this group. Changing addresses 
also makes treatment of “D” accounts diffi- 
cult. 
is the important back- 
ground for all this work. In our 
bank the advertising and savings department 
work together very closely. The advertis- 
ing manager is kept informed as to the pur- 
pose of the savings department and fits his 
advertising into the plans of the savings de- 
partment, or the advertising department will 
map out its publicity program and the sav- 
ings department will make its plan accord- 
ingly. 

Not only does advertising—this includes 
every kind of advertising we do—get direct 
results but it is advertising that cultivates 
the field for our other efforts. When an 
employee or solicitor approaches the pros- 
pect he finds that the bank has already been 
sold by the advertising department and he 
is required to sell only his wares. We all 
admit that the sales resistance is less when 
the goods are well advertised. 

Savings advertising has and is undergoing 
great changes. It is progressing from the 
preachment and platitude stage into the great 
national arena of appeal through desire. 
Savings advertising is pointing out more and 
more the results of thrift in happiness and 
contentment. Just as soap manufacturers 
refrain from advertising their product, as a 
commercial soap, but put it out as a quick 
way to the school girl complexion, so sav- 
ings accounts must be merchandised in their 
equivalent of life’s desires. Not the can’t 
and don’t, the negatives of life, but those 
things of happiness that lie close to the 
hearts of everyone follow in the trail of 
desire so successfully blazed by almost every 
large national advertiser. 


Selecting Promotional Plans 


OW the procuring of new business is 

worthy of the best brains in the bank, 
its phases are many and bring the institu- 
tion into the lives of the multitude more 
than any other banking function. To grow, 
the bank must add more accounts to those it 
already has. There are few fields in which 
competition is quite as keen as in the sav- 
ings field and the savings manager is be- 
sieged with salesmen presenting every con- 
ceivable plan for procuring accounts. One 
is certain that in his wildest outbursts of 
promotional enthusiasm and with the un- 
limited appropriation of Midas, the savings 
manager will never be able to adopt more 
than a prohibition percentage—'% of 1 per 
cent of all the world beating plans that 
kind hearted salesmen bring to his door. 
Seriously, this is not detrimentally said of 
the pleasing fraternity that propounds these 
methods; yet, the institution that promis- 
cuously assumes too many business promo- 
tion schemes is apt to be caught in the 
maelstrom of excesses and lost in the maze 
of unfinished effort. 

The savings manager should be able to 
analyze his situation and know which of the 
plans is most likely to succeed in his com- 
munity. Besides, to intelligently develop his 
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PICKLES 


ICHIGAN planted 36,230 acres to cucumbers last year. This 
was more than double the acreage of any other state. 


In 1923 some 1,154,000 bushels of cucumbers were grown in 


Michigan. 


This was 35% of the total United States crop. 


Hence, several famous brands of pickles are from Michigan 


cucumbers. 


This bank is an important link in the marketing of food 
products. It offers unequalled facilities for serving those having 
business in the Great Lakes Region. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


business and guide his choice of these offer- 
ings in the future, the savings manager 
should keep an accurate record of every 
effort put forth and analyze the results ob- 
tained. By keeping such records he will 
soon know where he can expend his ener- 
gies and money to the best advantage. 

The savings department should not over- 
look the value of the sales force that is 
represented by its bank’s own employees. 
No one can know the bank as thoroughly 
and, consequently, none are in a better posi- 
tion to sell it. In our development work we 
give the first opportunity to our employees 
before outside agencies whose representation 
in the field must be continuously supervised. 
Our employees have procured for us, in the 
seven years in which we have operated a 
savings department, 22,000 accounts aggre- 
gating $4,000,000 or approximately 20 per 
cent of our savings business, and, in a yearly 


contest now in its tenth month, we have 
secured 4400 accounts, aggregating over 
$700,000. 

The personnel of your savings department 
should be encouraged to put forth their best 
sales effort. The teller who has a cheerful 
word of encouragement for the customer is 
building up the bank’s business. A bank’s 
advertising and promotional work can never 
exceed the ability of the bank to deliver the 
kind of service advertised. If the teller will 
take the trouble to cultivate the customer, 
he can often win the good will of the cus- 
tomer to the point where the customer is a 
solicitor for the bank. 


Where to Begin 


Siew plan to educate the depositor really 
should begin at the new account desk. The 
new customer probably knows very little 
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Courtesy Lawrie & Green, 


Follow Hanover, Pa. 


Architects, Harrisburg, Pa. 


If Your Town Needs 
A New Hotel 


Hanover’s new hotel really originated in the mind of one man— 


a civic leader of Hanover. 


The foresight of this one man will result in the building of 
a hotel, the appointments of which would do credit to a city 


of 100,000. 


Yet Hanover has but 10,000 population. 


The financing of this modern hotel was accomplished in ten 
days’ time when $354,600 in securities were sold. 


Why can’t YOUR town do as well as Hanover? 


It CAN—if 


it has a civic leader with sufficient foresight! 


If your town needs more modern hotel facilities, ask us to 
place your name on our complimentary list “B-4"’ to receive 
each month a copy of THE HOTEL FINANCIALIST, a journal 


devoted to the subject of community hotel finance. 


obligation entailed. 


There’s no 


SheTlockenbury System Incorporated 


Penn-Harris Trust Bldg., Harrisburg,Penna. 
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about bank practice and would feel very 
much at home if told briefly how to_pro- 
ceed in the matter of handling his account. 

With the divergent opinions as to the 
value of personal solicitation campaigns it 
would be interesting to debate the subject. 
From experience, it is true that the initial 
deposit in these accounts is not large. An 
analysis made some time ago showed that 
the average balance for accounts procured 
through personal solicitation at the end of 
three years was less than one-half of the 
average shown by accounts coming in volun- 
tarily at our counters and on books for the 
same period of time. Personal solicitation 
has an advertising value and a part of the 
expense is properly chargeable to advertis- 
ing. The success and value of such a cam- 
paign depends largely upon local conditions 
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and also upon the experience and sagacity 
of the bank in handling it. 

All of this seems to indicate that the 
building of a successful savings department 
is a job exceeding the ability of a jack of 
all trades and not one to be entrusted to the 
spare time of a clerk or an office boy. It 
challenges the best ingenuity that banks in 
their more recent and commendable re- 
naissance of merchandising can produce. The 
savings department is the retail end of the 
business where are being groomed the big- 
ger bank customers of tomorrow. The sav- 
ings department has had a big hand in 
making the United States a world’s creditor 
nation. The so-called select big investor of 
yesterday no longer holds the stage. In- 
dustries, commerce, even foreign trade is 
going forward on the investments of mil- 
lions of savers. 


e 
Fixed Charges 
(Continued from page 608) 
find a ready sale. As it is, all loans are 
made payable to the Bank of North Dakota, 
which is owned and operated by the state. 

Mortgages of this type partake more of 
the nature of a cumulative preferred stock. 
In practice a number of extensions have 
been granted, some of which have proved to 
be unwise. On the other hand, many farm- 
ers who have been in arrears from one to 
three years have been able to clean up ac- 
cumulated interest and principal from the 
proceeds of the 1924 wheat crop. The 
general liquidation is evidenced by the com- 
parative statements of the state banks and 
trust companies. Loans and _ discounts 
amounted to $92,000,000 on Oct. 31, 1923, 
and at the nearest corresponding call on 
Nov. 15, 1924, the total had dropped to $66,- 
900,000, a fall of over $25,000,000 in a year. 
Deposits subject to check increased in 1924 
from $23,600,000 to $34,300,000, or almost 
50 per cent. Bills payable and rediscounts 
were cut down from over $14,000,000 to 
about $4,500,000. 

Under conditions such as these the North 
Dakota provision appears to have been bene- 
ficial to the borrowers and to the state as 
a whole. As a general principle, however, 
it appears to be an unsafe method. Mort- 
gages, or bonds based upon such mortgages, 
could scarcely be sold to the discriminating 
investor if the prompt and regular payment 
of interest was made contingent upon the 
decision of a state board. With the support 
of the state’s credit and a limited volume of 
such loans, more good than harm has appar- 
ently resulted. The feature of the law is 
especially interesting in that it recognizes 
the obvious principle that fixed charges can 
be met only out of farm income. 


Exceptional Credit Measures 


ie’ other sections where reliance is placed 
largely upon a single cash crop or where 
drought may be expected occasionally, excep- 
tional credit measures have also been found 
necessary. In Washington falling prices and 
drought reduced the income of the wheat 
farmers in parts of the state to practically 
nil. Mortgage companies with large loans 
outstanding in 1920 were forced to pool their 
interests to protect themselves and their in- 
vestors. The companies loaned borrowers 
enough to pay the interest and taxes and thus 
carried many of them through the bad sea- 
sons who would otherwise have lost their 
farms. By pooling together added strength 
was secured, but ultimately all companies 
stood their own losses. During the last 
week of February, 1925, the bankers and 
business men of the state, under the direc- 
tion of the State Bankers Association, 
formed an association, which has raised 
$100,000 to make seed grain loans to farm- 
ers in the drought-stricken area. This is 
further practical evidence of the necessity 
of using exceptional credit measures in sec- 
tions where farm incomes are very irregular. 

Diversified agriculture should be gener- 
ally encouraged and extended, for through 
it the losses of the one-crop section will be 
reduced. But there are some sections where 
diversification will make its way slowly, due 
to the special advantage of a given crop. 
Credit policy should be adjusted to this sit- 
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vation. Less credit should be granted under 
such circumstances. Borrowers and lenders 
should be in a position to meet the situation. 
Large mortgage firms with capital enough to 
assist in carrying the borrowers through a 
bad year are to be preferred to direct sale 
of securities to individual investors who are 
not in a position to forego their interest 
income. 

Any effort to strengthen the farmers finan- 
cial policy must come through bankers. 
Nearly every farmer has “his bank” to which 
he goes for financial advice. These country 
banks loan largely to farmers directly, and 
their other loans are dependent upon agri- 
cultural prosperity. A study of bank loans 
to farmers, published by the United States 
Department of Agriculture in 1923 (Bulle- 
tin No. 1048), showed that the banks of 
the United States held approximately $1,- 
447,500,000 of farm mortgage loans. Per- 
sonal and collateral loans amounted to about 
$3,317,500 in bank loans to farmers. The 
report shows further that the loans to 
farmers constituted 78 per cent of all bank 
loans in South Dakota; 77 per cent in North 
Dakota; 69 per cent in Kansas, and 68 per 
cent in Iowa. 

A measure of the responsibility for the 
over-extension in post-war period must 
therefore be laid at the banker’s door. He be- 
came over-confident and extended credit too 
freely. The liquidation has taken a heavy toll 
of country banks. Bradstreets Weekly for 
Jan. 24, 1925, reports 613 bank suspensions 
in 1924 and 1806 for the five years 1920 to 
1924 inclusive. The heaviest losses were in 
the agricultural districts. 

More study should be given by mortgage 
bankers to the statistical measurement of 
the relation of land income to land value. 
It is especially incumbent upon the Fed- 
eral land banks as cooperative associations 
owned by borrowing farmers to establish 
proper standards for mortgage debt. At the 
end of 1923 life insurance companies had 
farm loans outstanding of over $1,660,000,- 
000. Their interest in helping agriculture to 
maintain a sound financial policy is second 
to none. The bulk of loans by insurance 
companies and for private investors are now 
placed by farm mortgage bankers. For ten 
years they have had a strong national asso- 
ciation, which is also in a position to aid 
in creating sound public policy. It is not 
sufficient to adopt merely a very conservative 
policy and thus have few foreclosures or 
losses. Frequently the borrower secures 
the maximum from these institutions and 
then adds an expensive and dangerous sec- 
ond mortgage. 

More use should be made of the excellent 
studies which have been made by the United 
States Department of Agriculture. Present 
indications are that the rapid rise of land 
values, which culminated in 1920 will be 
followed by a period of stationary or de- 
clining land values. More scientific farming 
and more scientific agricultural credit must 
be evolved as a part of the new order. 


Investments 
(Continued from page 623) 


investment when the question of income 
is settled to our satisfaction, though not of 
course exclusively, for we believe in diversi- 
fication. 


Less than a hundred years ago 
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to last. 


General Offices—Factory 
San Leandro, California 


San Francisco—127 Montgomery Street 


quite a number of states in our union (not 
all Southern, either) repudiated their bonds; 
however, we seem to have overcome the 
record made at that time and our bonds are 
easily sold and command the respect of 
bond buyers everywhere. The tax exempt 
features of state bonds make them attrac- 
tive as an investment and they may be 
ranked very close to government bonds as 
ultra-safe investments for our savings de- 
positors. 

Municipal bonds are entitled to consider- 
ation. Municipalities are unlike states in- 
asmuch as the principle of sovereignty of 
power does not apply. A state may not be 
sued, but action may be readily instituted 
against a municipality. The question of 
taxation is of vital concern in municipals, 


WHY BEST TRACTOR PAPER 
IS GOOD 
“WE find that aman buying a Best Tractor, 
if he has work enough to keep it going, has 
no trouble in meeting his payments,”a Best 
Tractor dealer writes.“Of all the Best Trac- 


tors we have sold, we have not yet been 
compelled to foreclose on any of them.” 


Best Tractors make money for their owners 
and have high resale value—they are built 


C. L. BEST TRACTOR CO. 


Sales Offices: 


“Dealers throughout the United States” 


BEST TRACTORS 
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Factory Branch— Warehouse 
St. Louis, Missouri 


New York City—30 Church Street 


affecting the net income received. The 
banker can render invaluable aid in help- 
ing his savings depositor select such muni- 
cipals as best suit the individual needs of 
the depositor. Municipals after all legal 
matters have been complied with rank very 
high, insofar as safety is concerned. 

We then have corporate securities such 
as railroad, telephone and telegraph, public 
service corporations, electric and power com- 
panies, industrials, first mortgage real es- 
tate bonds. Of late first mortgage bonds 
are coming into favor. For the banker who 
does not have a bond department and who 
is not in close touch with responsible bond 
houses the first mortgage bond is especially 
attractive and easily understood and ex- 
plained to his customer. It represents a 
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For 
Bankers Only 


HE Yale & Towne 
Manufacturing Co. 
has reserved many 
special forms of corru- 
gated and paracentric 
keys for use only with 


Yale Safety Deposit 
Locks. 


These special reserved | 


keys are never dupli- 
cated except upon the 
officially signed order of 
the Safe Deposit Com- 
pany or Bank entitled 
to such duplicates, and 
careful records are kept 
for the protection of the 
bank and its customers. 


Write for full informa- 
tion. 


The Yale & Towne 


Manufacturing Co. 
Stamford, Conn., U.S.A. 


Yale Made is Yale Marked 
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Miss Isabel Darlington, who is said 

to be the first woman to be designated 

as a receiver for a bank. She is act- 

ing in this capacity for the Parkes- 

burg National Bank at Parkesburg, 

Pa. Miss Darling is a law partner 
of Congressman Butler. 


security that in some cases is actually 
visible to the prospective customer—real 
estate that can be seen and judged as to 
its value. As real estate mortgage honds 
are not used as collateral against call loans 
they are not subject to violent fluctuations, 
thereby not causing any alarm among pur- 
chasers on account of a sudden decrease 
in price that naturally attends values when 
a large amount is placed on the market as 
a result of called loans. 

The fundamental elements in selecting an 
ideal investment are: Safety of principal 
and certainty of income; rate of income; 
marketability. Other requirements such as 
appreciation may present themselves, al- 
though a reasonable consideration along the 
line of appreciation in values would not be 
amiss. 


If There Is a Bond Department 


EGARDLESS of the bankers ability 

to successfully recommend various 
bonds for different classes of investors, and 
irrespective of the size of the institution 
which may be operating a bond depart- 
ment, it is essential that bankers keep in 
touch with responsible bond houses which 
have highly trained men to make analyses 
of the various desirable issues, to point out 
the advantages and weaknesses of different 
securities, and make recommendations for 
purchases for the bankers’ own account and 
investments for their savings depositors. 

It is practically impossible for us to in- 
vestigate each issue that comes on the mar- 
ket, therefore it is necessary that we in- 
vestigate the firm or investment house sell- 
ing the security. We should know that it 
is an established, reputable firm; that it 
has an unimpeachable record for honesty; 
that it is a capable, experienced house, 
wholly competent to judge security values 
and thus able to select sound investments 
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Mrs. William Laimbeer, who is the 

officer in charge of the women’s de- 

partment of the National City Bank 

of New York City. She began her 

career ten years ago, when her hus- 

band was killed in an automobile ac- 
cident. 


for the various needs of different custom- 
ers. 

If we exercise due care and diligence 
in investigating the firm we are in close 
touch with in this all important business 
of selling and recommending bonds and 
investments for our savings depositors, we 
may feel reasonably sure that the interests 
of our depositors have been protected as 
far as possible, certainly from a_ safety 
standpoint, and it is our business chiefly to 
choose from a list of well selected se- 
curities the various types that will best 
answer the needs of each customer we are 
endeavoring to serve. 

Hardly a day passes but what someone 
comes to us seeking advice as to what dis- 
position to make of certain monies fallen 
into their hands, or money that has been 
saved at the expense of sacrifice and self 
denial and is now awaiting investment. Are 
we going to be a party to a scheme to help 
defraud our customers and the _ public? 
Are we going to be careless and indifferent 
in giving advice? Are we going to take 
the attitude that the money should be left 
in our savings department indefinitely? 
Are we going to recommend an investment 
that we are directly interested in?—some 
stock company organized for developing 
purposes and which we hope to see go over 
in a big way because we have invested in 
it and bought real estate in the path of the 
development? 

A banker may invest his own money 
as best suits himself, but when it comes 
to the money of others, in most cases repre- 
senting the savings of a life time with its 
attendant self denial and sacrifice, he should 
use every care possible, every safeguard 
known, realizing that the greatest joy and 
happiness that can come in experience as a 
banker is properly providing investments for 
savings depositors. 
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Facts Lacking on Property 
Ownership 


66 NE of the continuous and under- 

lying problems of sustained democra- 
cy is the constant and wider diffusion of 
property ownership,” said Herbert C. 
Hoover, Secretary of Commerce, in a 
statement to the Academy of Political 
Science. “Indeed I should become fatalistic 
of ultimate destruction of democracy itself 
if I believed that the result of all of our 
invention, all our discovery, all our increas- 
ing economic efficiency and all our growing 
wealth would be toward the further and 
further concentration of ownership. In the 
large vision we have a wider diffusion of 
ownership today than any other nation in 
the world. It has been so since the begin- 
ning of the Republic. In our enormous 
growth in wealth there have been periods 
when the tendencies were toward concentra- 
tion of ownership and other periods, when 
economic forces (and public action) made 
toward greater diffusion. Certainly the 
forces of diffusion were dominant during 
the great migration which occupied the 
West. And again I have the impression 
that one of the by-products from the eco- 
nomic shift of the last war has been still 
another period of increasing diffusion of 
ownership of property. Our high real wages 
during the past three years, with consequent 
general expansion of savings, has also 
marked another period of wider diffusion 
of property ownership. 


“We are all fundamentally interested that 
our economic forces, our public and private 
policies should be so directed that, with our 
increasing wealth, the tendencies of diffu- 
sion of ownership shall be greater than the 
tendencies of concentration. And if we 
would grow in standards of living, it is 
equally important that we shall maintain 
this dominant tendency without destruction 
of the moral, spiritual and economic im- 
pulses of production. 


“We are woefully lacking in actual 
facts upon this most important question. 
From the vast fund of statistical informa- 
tion in the nation we can only indicate 
tendencies, and then only with some uncer- 
tainty. Aside from our inability to deter- 
mine more than bare tendencies, we are 
unable from the information we have to 
make the proper and necessary distinction 
between distribution of wealth, diffusion of 
ownership and diffusion of control of 
wealth—all equally important in any con- 
sideration of social as well as economic ques- 
tions. 


“For purposes of analysis of diffusion of 
ownership we might divide property owner- 
ship into two categories: On the one hand 
bank deposits, bonds, mortgages, preferred 
stocks, in other words, the prior. lien se- 
curities; and on the other hand the equities 
generally, as represented by common stocks, 
land holdings, stocks of goods, tools, etc. If 
we were to make such a division I believe 
we should find that the high real wage and 
the vast increase of savings of the past few 
years have brought about an extraordinary 
diffusion of what we might call the prior 
lien ownership. No doubt savings among 
the people at large first seek the direction 
of greatest safety by their investment in 


ELIMINATE 


WASTE 


In Banking, as in other business, 
overhead and operation costs 
have doubled within the past 
twenty-five years. 


Unlike the manufacturer, how- 
ever, the banker cannot protect 
his profits by increasing the price 
of his product. Loans and in- 
vestments yield the same or 
lower rates than in 1900. 


Therefore eliminate avoidable 
delays and save unnecessary 
costs by taking advantage of our 
twenty-four-hour direct collec- 
tion service. 


All items received at par. 


No charge for telegraphic 
transfers. 
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such prior liens. The vast increase in num- 


at Forty-second Street 


bers of savings banks and other distributed 
deposits, the great growth of industrial and 
ernmental securities in small sales all evi- 
dence this. In this direction there appears 
or to be an undoubted increase in diffusion of 
ownership. 
e e “The ownership of common stock, land, 
fi homes, current goods and other forms which 
Diverst ed Needs include the equity are, however, the part 
ticipates most largely in the growth of na- 
through tional wealth. It is in increasing the diffu- 
sion of ownership in this area that we shall \ 
secure a contribution to the powerful forces 
which make for social stability. There are 
a multitude of problems in it when we come 
to close range. He who owns in this field 
diffusion in this field also is indicated by 
your discussions. The increase in common 
stock holdings by employees, by consumers 
and the public, and in a way also the in- 
Serena pe eH Fifth Avenue Office: crease in mutualized banks and insurance 
companies, the increased volume of opera- 
tions by farmers’ cooperatives, tend toward 
ownership—that of home ownership—where 
Fifty-seventh Street Office: regret to say that we are going Sack- 
wards. For twenty years the national ratio 
at Madison Avenue of owned homes has fallen slowly and 
slightly, but steadily. This may be ac- 
counted for by special reasons. 
“In the matter of distribution of wealth 


life insurance, the large expansion of the 
of the property which carries the control of 
Downtown Office : 
must ‘take larger risks. That there are 
such a movement. 
as distinguished from diffusion of owner- 


Unified Servi building and loan associations, and the un- 
ce precedented absorption of all sorts of gov- 

management, and which in the long run par- 

16 Wall Street many indications of a movement toward 

“But there is another field of equity 

ship we have but little fact basis upon which 


7 


~~ ag 


. e: to proceed outside of the income tax statis- 
Paris Offic tics. While they show superficially that dif- 
3 & 5 Place Vendome fusion of wealth is increasing, yet the ex- 


emptions are such as to destroy much of 
their statistical usefulness. Again we have 


London Office: little information as to the diffusion or con- 
centration of the control of wealth as dis- 
26 Old Broad Street tinguished from ownership. My impression 


is that the establishment of the Federal 
Reserve System and the effect of the re- 
straint of trades law and the inheritance 


4 taxes all tend to make for diffusion in this 
AN K E R S direction also. But at every turn in study 
of distribution of wealth and of owner- 
4 


ship or control we are confronted with a 
{ P I ‘ woeful lack of accurate data. 

TR ~ “One of the first requisites for adequate 

economic discussion, and thus the develop- 

ment of any economic or social policy, must 

OMP ANY be the determination of the economic fact. 

We can adduce economic argument}; we can 


point out economic tendencies, but until we 
have so searching an examination of these 


NEW YORK questions that we can evaluate them in ac- 

AR tual quantities, whether it is dollars or goods, 
° iS we shall be far afield from the truth. I 
LONDON have seen forty economic arguments in op- 


position destroyed by one single affirmative 
argument when quantitative determination 
was attached to each of them.” 


| 
| 
“A 7 
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Convention Calendar 


STATE 

Date ASSOCIATION PLACE 
April 10-11 Florida West Palm Beach 
April 15-16 Louisiana New Orleans a 2 
April 23-25 Georgia Macon 
April 28-29 Arkansas Little Rock on a 1S 1CS 
May 5-6 Mississippi Jackson 
May 7-9 North Carolina Pinehurst 
May 13-14 Maryland Atlantic City, N. J. it 
May 13-14 Tennessee Nashville k O l 
Make Our Statistica 
May 19-21 Texas Houston 


May 20-22 Pennsylvania 
Atlantic City, N. J. 


Department Your Own. 


May 20-23 California Santa Barbara 
May 21-22 Kansas Topeka ° ° 
May 2627 Oklahoma Tulsa HE rapid movements in the 
May 26-28 Alabama Mobile 
June 35 Ohio bond market call for constant 
June 5-6 Connecticut 
Swampscott, Mass. study and alertness on the part 
June 5-6 Massachusetts Swampscott 
June 5-6 New England Bankers of the banker who 1S cager to be 
Swampscott, Mass. e e 
reve up to date. The information of 
June 11-13 Oregon Corvallis 
June 15-17 Iowa Dubuque our banker friends may well be 
June 15-19 Michigan Detroit A ‘ 
June 16-17 Wisconsin Milwaukee supplemented by that which is 
June 18-19 Illinois Peoria is 
June 18-20 Virginia Hot Springs at our disposal. 
June 19-20 Colorado Bear Creek ' 
June 22-24 New York Ithaca . one 
| The desirability of a bond does not de- 
June 25-26 North Dakota _Devil’s Lake pend entirely on the security, its interest 
June —— District of Columbia 
ice Washington rate, market price or maturity. The Bond 
Department of this bank, and its statistical 
July 11-13 Montana Glacier Park : 
Sexe. 1617 Indians oe i | force, are at your service. We shall be glad 
Sept. 21-22 New Mexico Las Cruces to assist in analyzing your security hold- 
Nebraska Omaha _ings and in keeping you in close touch 
West Virginia Wheeling 


with the market. 


OTHER ASSOCIATIONS 
Our special Inventory Form, 


April 20-23 Spring Meeting, Executive a which both simplifies and facili- 
Council, A. B. A., tates the taking of a securities in- 


Augusta, Ga. 
May 6-8 Reserve City Bankers, be had on sequest. 


Louisville, Ky. 


May 10-14 Associated Advertising Clubs BOND DEPARTMENT 
of the World, 


May 19-22 U.S. A. Chamber The CONTINENTAL end 


merce Washington, D. C. 
May 29-30 National Safe Deposit Asso- COMMERCI AL 
ciation Atlantic City, N. J. | 


June 8-13 Association National Credit 


Men Washington, D. C. B A N K 
July 14-17 American Institute of Bank- 


in Kansas City, Mo. 
Sept. CHICAGO 
Atlantic City, N. J. 
Oct. 14-16 Financial Advertisers Asso- Offices of Representatives 
ciation Columbus, Ohio 1024 Metropolitan Bank Building 821 Commerce Trust Building 
MINNEAPOLIS, MINNESOTA KANSAS CITY, MISSOURI 
215 Fifth Street 1412 First Wisconsin Nat’! Bank Bldg. 
Mexican Bank of Issue DES MOINES, IOWA MILWAUKEE, WISCONSIN 
President Calles of Mexico predicts that , : 
there will be a surplus in the Treasury at 
the end of the fiseal year. If this nn RESOURCES OVER $500,000,000.00 


terializes, he states the money will be used 
as the capital for a new Mexican bank of 
issue. 


| 

| 
| 
| 

| 

| 
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i 
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A Comprehensive Service 


In General: 


Many out-of-town institutions have found it a great convenience to 
place their security business and inquiries directly through a house such 
as ours that is thoroughly equipped to handle every phase of investment 


activity. 


Advisory Service: 


Our statistical files and research department are entirely at the ser- 
vice of banks in search of information or advice regarding their own or 


clients’ investments. 


Security Letters: 


We will send to bank officers free our Daily, Weekly or Monthly 
Letters, giving recent developments in financial and economic matters 
and our view of the future of security prices, money rates, etc. 


U. S. Government Bonds: 


Harvey Fisk & Sons are dealers in United States Government issues, 
including those eligible for circulation purposes. 


Offerings: 


Financial institutions will find our offering list helpful in making their 
own investments or in advising their customers. 


Commission Orders: 


As members of the New York Stock Exchange, we give accurate ser- 


vice 
executions. 


in the execution of orders and prompt telegraphic 


reports of 


HARVEY FISK & SONS 


MEMBERS N. Y. STOCK EXCHANGE 


120 BROADWAY 


NEW YORK 


The Collapse of Boom Tendencies 


the collapse in grain prices and 
the downward trend of security values 
on the stock exchange are not due to any 
real weakness in the business structure is 
the almost unanimous opinion of the big 
New York banks, which publish surveys of 
the economic condition of the country. This 
is backed up by the statement of Secretary 
of Commerce Hoover, who stated that con- 
ditions were fundamentally sound. He 
warned that the stock market was a poor 
barometer of business conditions, pointing 
out that it had been wrong many times. 

The temporary recession is attributed by 
the Guaranty Trust Company survey to “the 
realization that conditions have not improved 
as rapidly or to the extent that had gen- 
erally been anticipated in the fall and early 
winter.” The bank regards this development 
as favorable, observing “the fact that boom 
tendencies have been lacking in the last few 
weeks must be regarded as a favorable fea- 
ture. The welfare of all business interests 
is best served by orderly and _ sustained 
growth, rather than the alternating extremes 
of activity and depression.” 


6¢ RACTICALLY all the familiar tests 

of business activity show the country 
at this time to be in a state of economic 
health,” the Mechanics & Metals National 
Bank of New York stated. “The general 


structure of business is sound, and though 
the shrinkage in stock market values, the re- 
cent drop in wheat and the receivership of 
the St. Paul Railroad have been a check 


to extreme optimism, these do not give 
signs of any approaching business depres- 
sion. The outlook is promising for a con- 
tinuance of industrial prosperity, and so far 
as the fall in wheat values is concerned, it 
is shown that most of the 1924 crop is out 
of the farmers’ hands, so that the purchas- 
ing power of the agricultural districts has 
not been seriously lessened by what lately 
occurred.” 

The change has been for the better, ac- 
cording to the American Exchange National 
Bank. 

“No essential change in fundamental con- 
ditions took place during March,” it stated, 
“the outlook for a continuance of fair-to- 
good trade remaining unaltered. In view 
of the somewhat radical corrections of boom 
tendencies in the speculative markets . . 
the fact that business conditions remained 
undisturbed must be attributed to the con- 
servative policy which business has been 
pursuing. The readjustments in the stock 
and wheat markets were mildly reflected 
in momentary hesitancy on the part of busi- 
ness, but it soon became apparent that any 
important changes were for the better rather 
than for the worse.” 


DETAILED consideration of the state 
of business is given by the National 
City Bank of New York. 

“The most notable feature of the busi- 
ness situation in the past month was the 
setback of bull speculations in grain and 
stocks,” it said. “Outside of the parties 
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immediately concerned, interest centers in 
whether or not the break in prices is signi- 
ficant of conditions unfavorable to genera] 
business. Does the decline in grain prices 
mean that the outlook for farm products in 
the coming year is less promising than it 
had appeared, or the decline in stocks mean 
that a change is impending which will affect 
the earnings of the corporations? 

“We do not believe that either of these 
inferences is correct. In our opinion the 
explanation of the break in each case is 
to be found in the weakness which inevitably 
develops in a market situation as the result 
of a prolonged period of rising prices. A 
rising market creates constantly widening 
interest and attracts an increasing number of 
speculators, whose purchases tend to carry 
it higher. Most of this buying is done on 
margins, and it is usually the case that the 
longer the rise continues the narrower the 
margins become. Profits are made the ba- 
sis of further purchases, until a pyramid 
of holdings is built up on a small original 
investment. In short, the crowd that is 
following‘a rising market, whether the hold- 
ings are grain, stocks, oil, town lots or 
farming lands, tends to get all of its re- 
sources up in options or margins, spreading 
its capital out as thin as possible in order 
to cover the largest amount of the property 
which is expected to go on rising. It is 
a very easy way of making money while the 
rise continues, but just as easy a way of 
losing money when the end of the upward 
movement comes, which is only a question 
of time. 

“The immediate cause of rising prices 
is a preponderance of buying sentiment, and 
whenever that sentiment wanes, or a pre- 
ponderance of selling orders appears, prices 
go the other way. If the market is a pyra- 
mid affair and @nything starts prices down- 
ward, it is inevitable that the weakly mar- 
gined holdings will be sold, and the weight 
of such offerings increases as prices fall. 
Moreover, buyers hold off, confidence is 
shaken, and without support the market 
breaks heavily. 

“Tt is well known, of course, that the 
grain and stock markets have been advanc- 
ing for months, that the speculative public 
has been in them heavily and was _ bor- 
rowing largely for this purpose. It is not 
yet certain that wheat may not sell above 
$2 per bushel again before the end of this 
crop year, or that the stock market may 
not reach a new high level before the year 
is out, but there has been more selling 
of both wheat and stocks than the markets 
could stand up under in their weakened con- 
dition. 

“The prices of farm products will be de- 
termined mainly by the size of the crops, 
which are yet to be made, but it is certain 
that the carry-over of supplies into the new 
crop year will be uniformly below the av- 
erage. This assured fact is the best antidote 
for pessimism about the general business 
situation. Business is not going to be poor 
in the United States if the farmers are well 
remunerated for their season’s labor, and 
nothing has occurred as yet to indicate that 
this will not be the case. On the con- 
trary, the developments of recent months 
have been favorable upon this point.” 
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Progress in South America 


HE. Commerce and Marine Commission 

of the American Bankers Association has 
issued an economic study on the West Coast 
of South America, Chile, Bolivia and Peru. 

“When this region was first brought into 
a modern industrial world, after the eman- 
cipation from Spanish rule, European na- 
tionalities took a leading part in the es- 
tablishment of transportation, commerce and 
industry,’ the pamphlet says. “As a rule 
the interest and capital of the United States 
were directed in other channels. But after 
the opening of the Panama Canal and the 


outbreak of the European War, a new trend . 


was visible. 

“Even before the war imports from the 
United States to the West Coast were grow- 
ing with more consistent regularity than 
that of the European industrial nations. 
Transportation between Peruvian and Chile- 
an ports and those of the United States 
is much shorter and less exposed to in- 
terruption than that between the South Paci- 
fic coast and Europe. Mineral and trans- 
portation development is similar to that in 
the western part of the United States, and 
it is natural that much of the machinery and 
technical supplies for mines and railways 
would be sought in the United States. 

“Another factor is investment of Ameri- 
can capital. Public securities of Chile, Bo- 
livia and Peru are held in the United States, 
and the interest of American investors in 
copper and tin mines of the region runs 
into the hundreds of millions of dollars. 


INDUSTRIAL ACCEPTANCE 


CORPORATION 
NEW YORK 


COLLATERAL TRUST GOLD NOTES 
(The National City Bank of N. Y. Trustee) 


Capital $6,750,000 


The Notes of this Corporation are re- 
garded by a nation-wide banking clien- 
tele as appropriate and attractive invest- 
ment for short time funds. They may 
be obtained under customary option in 
any maturity between 2 and 12 months. 
Complete information available on re- 
quest to any of our offices. 


Commercial Paper Offices 


CHICAGO NEW YORK SAN FRANCISCO 
105 So. La Salle Street 100 East 42nd Street 


Financing exclusively dealers of 


THE STUDEBAKER CORPORATION 


OF AMERICA 
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Stock News 
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By W. G. Hills in “The Guaranty News” 


225 Bush Street 
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INFORMATION 
FROM WITHIN 


Trust officers and other bank 
officials will find many use- 
ful facts in detailed, inti- 
mate analyses of industries 
and corporations printed in 


THE WALL STREET 
NEWS 


Published daily by 
THE NEW YORK NEWS BUREAU 
ASSOCIATION 
42-44 New Street, New York City 


$10 One Year—$5 Six Months— 
$2.50 Three Months 


TRIAL SUBSCRIPTION 
THE WALL STREET NEWS 
42-44 New Street New York City 


Enclosed you will find $2.50 covering 
trial subscription for three months. 


SS 


Municipal Bonds 


We have at all times a 


comprehensive list of 


COUNTY BONDS 
CITY BONDS 
SCHOOL BONDS 


IMPROVEMENT 
BONDS 


Yielding 4 to 6% 


General or Special 
Circulars on Request 
Single bonds or entire 
issues sold 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York St. Louis Detroit 
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Methods of Paying and Figuring Interest 


By J. V. Holdam, Asst. Trust Officer 
Chattanooga Savings Bank & Trust Co. 
Chattanooga, Tennessee 


HERE would seem to be a wide interest 

today on the part of most banks in effect- 
ing a saving in interest cost. Money rates 
have become lower; the best investments pay 
less and operating costs are higher. But 
most banks are so occupied with their af- 
fairs that in this instance they have failed 
to take the pains to find out just what 
other banks have done or are doing to effect 
a saving in interest cost. 

It would appear to be the opinion of 
each banker that every other bank figures 
interest just like his own. In many in- 
stances, in answer to the question, “What 
method do you use in calculating interest?” 
the reply was made, “The usual method.” 
There is nothing more certain than that 
there is no such thing as a “usual method.” 

The information set out herewith was 
obtained from a questionnaire sent to eighty- 
four banks in seventy-nine cities. Some of 
the banks did not answer all of the ques- 
tions asked—hence the variation in the to- 
tals as shown in the summary below. 


3 is generally the case that when a bank 
considers a saving in interest cost, the 
first thought and often the only thought is 
to reduce the rate, but there is ample op- 
portunity to bring about the desired result 
by a change in method of calculation rather 
than a reduction of rate, and with obvious 
advantages. The public will make but one 
interpretation of a rate reduction, but there 
can be changes of method where logical and 
real justification can be advanced for the 
change, all acceptable to the bank’s deposi- 
tors. Thus it is that in this time of rate 
reduction the matter of method becomes such 
an interesting topic. 

Many points of interest were brought out 
in the responses to the questionnaire. One 
bank was found which paid interest on the 
largest balance of each month where no 
checks were drawn. It goes without saying 
that such a method holds out quite an induce- 
ment to depositors. Another bank was found 
where the belief obtained that interest had 
to be figured by the officers. 

Of the seventy-nine cities circularized 
eleven were reducing their rate of inter- 
est at the time this survey was made. As 
will be observed, various methods outlined 
hold out more possibilities of saving than 
rate reduction. It has been found that the 
interest cost to banks paying the same rate 
varies from % to 3% per cent less than 
the rate paid. This is equivalent to a va- 
riation of from 1/16 to 3/16 of the interest 
paid annually. If a bank pays savings de- 
positors in interest $50,000 a year and could 
save one-half of 1 per cent by a change 
of method, that would amount to two- 
sixteenths of $50,000, or $6,250. 


rf should not be necessary in an article 
of this kind, meant to be read by bank- 
ers, to discuss the mere detail of interest 
calculation. In such matters every bank 
should have bent its efforts to discovering 
the shortest and most accurate system for 


making the thousands of calculations neces- 
sary, but it may pay any bank to look at its 
system with the thought in mind of eliminat- 
ing anything in the way of unnecessary cal- 
culations. Just as an instance—one bank 
was discovered which, in calculating interest 
at 4 per cent on minimum monthly balances, 
added these balances together for six months 
and multiplied the total by two, then divided 
that product by six; when a division of 
the first total by three would have accom- 
plished the same result with one-half thie 
figuring. That may sound like a small sav- 
ing of work, but it means on 10,000 ac- 
counts the saving of 10,000 calculations each 
interest period. But the primary object of 
this discussion is to deal not so much with 
the method with which a bank makes the 
actual calculations as it is the basis on which 
it makes the calculations. 


HE most liberal method in general use 

is that of paying interest on the minimum 
balance of each calendar month. ,The in- 
terest may be credited quarterly or semi- 
annually. Whatever additions or reductions 
a depositor may make in his account dur- 
ing the interest period, he receives full 
credit for each calendar month. One va- 
riation in this system is to deduct the total 
checks drawn each month from the first 
balance of the month, instead of deducting 
such checks from any deposits which have 
been made previously in the month. 

Refer to Figure 3. The minimum balance 
in January is $480, whereas under the 
method of deducting checks from the first 
balance, the withdrawals of the 27th and 
30th would be deducted from the $480, and 
the depositor would receive interest for one 
month on $380. Banks using this method 
argue that, if the two withdrawals men- 
tioned were to be offset against the deposit 
of the 15th, it would amount in effect to 
paying interest on a checking account, be- 
cause the depositor has deposited and with- 
drawn the same month from the same funds 
and has still received interest on his bal- 
ance. It is also usually possible in savings 
bank rules, where it is stated that no in- 
terest is allowed on withdrawals, or where 
no interest is paid on amounts deposited 
after the 3rd, to apply this rule. Thus the 
deposit of $120 being received after the 
3rd cannot be taken into consideration, so 
the two amounts being withdrawn are de- 
ducted from the original balance. It rather 
depends upon what the banker has been in 
the habit of thinking as to whether or not 
he can see this argument. ‘ 


NOTHER method in quite general use 

is to calculate interest on what is known 

as the minimum quarterly balance, or the 
lowest balance occurring during a calendar 
quarter. In such a case the interest may 
be credited either quarterly or, as is some- 
times done, semi-annually. This method also 
is subject to variations. The method re- 
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A. D. Stanton, president, Meridian 
State Bank; President, Idaho Bankers 
Association 


ferred to above of deducting checks from 
the original balance may or may not be 
applied. It is quite customary where inter- 
est is figured on minimum quarterly balances 
to allow from ten to fifteen days at the 
beginping of the quarter during which time 
all deposits will earn interest from the first 
instead of the usual one to three days al- 
lowed on calendar monthly balances. Some 
banks using the minimum quarterly basis 
allow the depositor the advantage of inter- 
est on deposits made after the minimum bal- 
ance occurs. This is not done nearly so 
often when interest calculations are made 
on the quarterly basis, as when they are 
made on the semi-annual basis, which will 
be explained next. 


Minimum Semi-Annual Balances 


F course, it is clear that where a bank 

pays interest on the lowest balance oc- 
curring during a six months’ period, the 
bank receives a decided advantage from any 
reduction in the account before the mini- 
mum balance or from any additions in the 
account after the minimum balance. By re- 
ferring to the summary, it will be shown 
just how many banks of those circularized 
use this method as also the others men- 
tioned. It has been found to be quite cus- 
tomary, where the minimum semi-annual bal- 
ance is used, to allow the depositor the ad- 
vantage in interest on the deposits he makes 
after the occurrence of the minimum bal- 
ance. Refer to Figure No. 2. On the 
strictly minimum balance method, this ac- 
count would receive six months’ interest on 
$330, which at 4 per cent would be $6.60, 
but where interest is allowed on the in- 
creases after the minimum balance, interest 
would be figured for three months on the 
April deposit, for two months on the May 
deposit and for one month on the June de- 
posit, which would bring the interest up to 
$10.06, or an advantage to the depositor of 
$3.46. The saving to the bank under either 
of these two methods over the minimum 


W. A. Losey, cashier, First National 


Bank, Hagerman; President, New 


Mexico Bankers Association 


monthly balance method is obtained through 
the advantages of all withdrawals through 
January, February and March. As _ will 
be seen under the liberal monthly balance 
method, this account would earn $12.10, as 
against $6.60 on the strictly minimum semi- 
annual balance. 


Deducting From First Balance 


No. 1 is a good simple illustra- 
tion of the effect of deducting checks 
from the first balance. It is seen that the 
lowest balance occurring on this account is 
$1,000, which at 4 per cent for six months 
earns $20 interest. Figured on the quar- 
terly basis, the interest is the same. Fig- 
ured on the liberal minimum monthly bal- 
ance basis, the deposit of March 1 would 
earn interest for March, and the deposit of 
May 1 would earn interest for May, which 
would increase the cost of this account to 
the bank $3.30. But the item of most in- 
terest is the result obtained by applying 
the rule of deducting checks from the orig- 
inal balance. Adding together the with- 
drawals of April 3 and June 3, and deduct- 
ing them from the first balance, there is 
no balance left. This account would draw 
no interest at all unless the provisions ob- 
tained allowing interest on subsequent de- 
posits. In this case the $400 deposit earns 
four months’ interest and the $600 deposit 
two months, making the interest total $9.33. 
The most liberal method allows this de- 
positor $23.33 interest. The less liberal 
method, that of deducting all checks from 
the first balance, allows only $9.33, or a 
variation on this acount of $14. 

Figure No. 3 is an illustration of a rea- 
sonably active account and shows the differ- 
ence in interest cost with various methods. 

Figure No. 4 shows the account of a real 
saver and how little effect the various meth- 
ods have on his account. The most rigorous 
restriction affects him not at all, which 
brings very clearly to mind the fact that the 
full force of all these restrictions is against 


*‘*Mene Mene 
TeKel Upharsin’’ 


This is one of the most famous 
signs of all times and was the 
original “handwriting on the wall.” 
Belshazzar, to whom it was ad- 
dressed, could not interpret it, but 
Daniel who could understand its 
meaning was awarded “a gold 
chain about his neck and power in 
the kingdom.” 

If your business has a message 
that will mean gold and power to 
those who can understand it tell 
them with a handwriting on your 
wall—a Rawson & Evans sign. 

A good message deserves good 
treatment. Make it as prominent 
and as attention getting and as in- 
dividual as the original “hand- 
writing on the wall.” 


RAWSON @ EVANS CO. 
Specialists in Bank Signa Since 1892 
704-708 Washington Blvd. 
CHICAGO, ILL. 


Caldwell & Co. 


INVESTMENT BANKERS 


Southern Municipal, Corporation and 
First Mortgage Bonds 


1201 Union Street 
Nashville Tennessee 
New York 


Cincinnati 
Knoxville 


Chicago 
St. Louis 
Detroit 


Chattanooga 
New Orleans 
Birmingham 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 


New York and Chicago 
Stock Exchanges 


Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 
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any of our offices. 


Atlanta Cleveland 
Bowen Dallas 
Buffalo 

Charlotte 
Chicago 
Cincinnati Detroit 


London, England 


. : ‘HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by 
alarge bankingclientele. They may be obtained in convenient 
denominations and suitable maturities. 


Full information may be secured through usual banking 
channels, or by addressing Financial Sales Department, at 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
224 West 57th Street, New York City 
Branch Offices: 


Kansas City Philadelphia 
Los Angeles Pittsburgh 
Memphis Portland, Ore. 
Minneapolis St. Louis 
New York San Francisco 
Omaha Washington 


Toronto, Canada 


the fellow who makes the most withdrawals 
against his account. 


Restrictions 


LTOGETHER there is a clear tendency 
on the part of banks to make savings 
accounts Accounts For Savers. Various con- 
ditions previously mentioned make neces- 
sary eliminating as much as possible book- 
keeping, which is much greater in the case 
of withdrawals than in the case of deposits. 
Some of the various restrictions thrown 
around withdrawals, tending to reduce the 
use of the savings account for checking 
privileges, are given in the following. 

It is not at all uncommon for banks to 
consider an account a checking account 
where as many as five checks are drawn in 
a month when the account therefore would 
receive no interest. 

There are banks that require notice where 
more than $100 is withdrawn in a week. 
This restriction is probably not nearly so 
much for the need of information as it is 
to make it awkward to withdraw. 

One restriction that would appear par- 
ticularly logical is that of allowing with- 
drawals only on the last three days of the 
month. This puts the depositor to the neces- 
sity of putting only that amount on his 
savings account which he can leave undis- 
turbed. This rule would therefore help the 
balances in the checking department and 
would not interfere in any way with the 
real saver, because there would scarcely ever 
be a time when he could not arrange to pur- 
chase an investment or make a payment on 
a home fall due at the last of the month. 
As is of course the case with all rules it 
would be very proper for a bank in ex- 
tenuating circumstances to waive the re- 
striction for a customer. 


— the most general restriction 
of all and one of the fairest too is that 
of allowing interest only on those balances 
which have remained as long as ninety days. 


No ordinary balance remaining less than 
ninety days would pay for its keep and for 
the extra time involved in opening the ac- 
count, completing and filing the records, as 
well as the cost of the stationery used. 
Where a bank figures interest quarterly and 
an account is opened during the quarter it 
would receive no interest until the second 
interest paying date, when, of course, in- 
terest would be calculated for four or five 
months as the case might be. 

Another restriction, the reasonableness of 
which some people see clearly and others 
not at all, is that of paying no interest on 
any closed account. Some contend that it 
is only proper and right, the agreement 
made being that interest be paid only on 
certain dates. Others believe that such an 
account having earned certain interest 
should receive what it has earned regardless 
of when it is closed. 

The latter would seem to be the fairer 
method in view of the fact that all a de- 
positor has to do under such circumstances 
is to leave a minimum deposit until interest 
paying date when he can withdraw his ac- 
count and receive all his interest. In that 
way he gets all that is coming to him, but 
has been put to an inconvenience of which 
he does not approve and which he will no 
doubt hold against the bank. 


charge against excessive 
withdrawals is what is known as the 
stationery charge, assessed against accounts 
closed within thirty or sixty days of the 
time of opening. This rule would seem to 
be particularly necessary in the south where 
the colored population seems so prone to 
have a sudden inspiration on Saturday to 
save and an equally sudden necessity on 
Monday or Tuesday to withdraw. In all 
cases where the amount of this charge has 
been reported it is the nominal sum of 25 
cents, which is not too large to cover the 
cost of pass book, signature and ledger cards. 

In a few cases there are banks which pay 
interest only on those accounts carrying 


Col. D. A. Spivey, president, Peoples 

National Bank, Conway, S. C.. and 

President, South Carolina Bankers 
Association 


balances of $50 or over. This is found to 
be unusual. Most banks calculate interest 
on balances of $5 and over. 

While the keeping of pass books does not 
fall strictly within the scope of this article, 
yet there are one or two things in connec- 
tion with them that might be well worth 
mentioning. There is a growing tendency 
to discourage the keeping of savings pass 
books by the bank. Some banks go so far 
as to consider the account a checking ac- 
count if the pass book is left so that a check 
may be drawn and paid. Such banks, where 
there is a service charge in the commercial 
department, then apply the rule to the sav- 
ings account if by its balance it comes under 
the rule. 

It might not be amiss to stress again the 
fact that all these methods and restrictions 
mitigate against those depositors who most 
use their accounts for checking privileges. 


S a matter of convenience to banks in 
getting away from the January 1 rush 
period, interest dates are being gradually 
changed to other than January and July. 
There do not seem to be any other months 
that are particularly preferable, February- 
August, March-September or any other two 
being equally common. 

Days of grace, or those days during which 
deposits may be made and on which interest 
will be paid from the first of the period, 
vary from none to fifteen, depending on 
whether the interest is calculated on the 
monthly, quarterly or semi-annual basis. It 
is very unusual though for banks not to 
allow at least three additional days eaclr 
month in which deposits may be made as of 
the first. Where as many as fifteen days 
are allowed it is invariably where interest is 
figured on the quarterly or semi-annual basis 
and deposits in other months of the quarter 
do not affect the interest at all. 

Another item which is of interest is the 
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Saul Singer, photographed at his desk 

of vice-president of the Bank of 

United States. He arrived in New 

York twenty-five years ago as an im- 

migrant boy and worked his way up 
to his present position. 


fact that it is in nearly all cases true that 
the banks of a city are together on interest 
rate. This is quite universally true where 
there is a clearing house. Exceptions seem 
almost always to be where newer or smaller 
banks are competing for advantage in order 
to attract new customers. 

It will be seen from the summary that 
only 79 cities were canvassed for informa- 
tion for this article. There are no doubt 
many other variations from the above meth- 
ods in use, particularly might these varia- 
tions be found in the smaller towns or vil- 
lages where representatives of the banks are 
not so often together as are representatives 
of the larger banks. 


No. 1 
DATE CHECKS | DEPOSITS| BALANCE 
Jan. 1 Balance ‘ear 1,000 
Mar. 1 cece $400 1,400 
Apr. 3 $400 oka 1,000 
May 1 wates 600 1,600 
June 3 600 \ rane 1,000 
Interest at 4% on above account. 
Minimum Monthly Balance................ $23.33 
Minimm Semi-Annual Balance............. 20.00 
Minimum Quarterly Balance............... 20.00 
Deducting All Checks Semi-Annual plus in- 
Deducting All Checks Quarterly............ 15.33 
No. 2 
DATE CHECKS , DEPOSITS; BALANCE 
Jan. 1 Balance $1,000 
Jan, 14 $ 80 ee 920 
Jan. 27 60 gue 860 
Feb. 10 320 aes 540 
Mar. § 210 aes 330 
Apr. 1 eee $100 430 
May 1 ieee 220 650 
_jJune 2 200 850 


Interest at 4% on above account, 


Minimum Monthly Balance................ $12.10 
Minimum Semi-Annual Balance............ 6.60 
Minimum Semi-Annual Balance plus increases 10.06 
Minimum Quarterly Balance............... 7.60 


Minimum Quarterly Balance plus increases.. 9.73 


is the Shawmut Indian—ex- 
pressing cordial and helpful 
relations between customer 


and bank. What the Shaw- 
mut Indian is doing for others 
he can do for you. 

put him to the test? 


Why not 


THE NATIONAL 


SHAWMUT BANK 


40 WATER STREET BOSTON, MASS. 


IN BUFFALO 


THE 
MARINE 
TRUST COMPANY 


of BUFFALO 
Resources over One Hundred Sixty Millions of Dollars 


ELLIOTT C. McDOUGAL 
President 


toour new building where it will be our privilege 
to continue serving our many friends. 


BANCO DE PONCE 


PONCE, PORTO RICO 


Capital. . . $750,000.00 Surplus. . . $175,000.00 
Assets . . . + $5,000,000.00 


\ X TE are pleased to announce that we have moved 


CORRESPONDENCE INVITED 


WE SOLICIT YOUR COLLECTIONS 


The Sterling Mark of Banking 
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The Atlanta and Lowry National Bank 


ATLANTA, GEORGIA 


The Oldest National Bank in the Cotton States, Founded in 1865 


And Its Affiliated Institution 


THE TRUST COMPANY OF GEORGIA 
The Oldest Trust Company in the State, Founded in 1891 


Combined Capital, Surplus and Undivided Profits, $11,000,000.00 


Offer every modern ——- for the » poompe and efficient transaction of all forms of 


Banking and Trust Business 


ROBERT F. MADDOX, Chairman of the Board 


BANK EMPLOYEES WANTED 


To sell the Safe Guard Check Writer to Depositors 


during their spare time. 


We have an interesting 


proposition whereby you can increase your earn- 


ings considerably. 


Write for particulars today. 


ADDRESS SALES DEPT. 


THE SAFE GUARD CHECK WRITER CO. 


5 Beekman Street 


No. 3 


CHECKS , DEPOSITS, BALANCE 
$480 
$120 


*"80 

90 


Interest at 4% on above account. 
Minimum Monthly Balance 
Minimum Quarterly Balance 
Deducting All Checks for period 
Deducting All Checks by month 


No. 4 


CHECKS 
Balance $48 


DATE 


Interest at 4% on above account, 


Minimum Semi-Annual Balance 

Minimum Semi-Annual Balance plus increases 11.20 
Minimum Monthly Balances 11.20 
Deducting All Checks (No difference) 
Minimum Quarterly Balance. 1 
Minimum Quarterly Balance plus increases 


Summary 


84 banks in 79 cities were consulted. 

65 were state banks, 19 national. 

One bank pays 4% per cent; 49 banks pay 
4 per cent; 8 banks pay 3% per cent; 26 
banks pay 3 per cent. 

55 cities credit interést semi-annually; 14 
cities credit interest quarterly; 22 towns use 
minimum monthly method; 47 towns use 
other methods. 


NEW YORK CITY 


31 towns deduct all checks from first bal- 
ance; 10 towns use minimum quarterly 
basis; 10 towns use minimum semi-annually 
basis; 11 towns pay interest only after three 
months; 7 cities allow interest from first on 
deposits received by the 3rd; 22 cities allow 
interest from first on deposits received by 
the 5th. 


Japan’s Need 


i iene speeding up of the work of recon- 
struction in Japan is the means by which 
the island empire can get back most readily 
to a sound economic position, Otohiko Ichiki, 
governor of the Bank of Japan, declared 
in his annual report to the general meeting 
on Feb. 21: 

“The economic readjustment after the 
reaction of 1920 had not yet been carried 
far enough, when a further blow was dealt 
to our country by the great earthquake of 
Sept. 1, 1923,” he reported. “Faced with 
the subsequent great increase of the un- 
favorable balance of trade and the heavy 
fall in foreign exchanges, we cannot help 
feeling the paramount importance of speed- 
ing up the readjustment and the recon- 
struction works. Now that the govern- 
ment is making strenuous efforts to effect 
financial and administrative readjustment 
and retrenchment, the people should also 
strive to put their businesses in order, prac- 
tise economy and increase their savings 
through thrift and exertion. Besides, the 
monetary machinery should be made to func- 
tion better; the management of enterprises 


THOMAS K. GLENN, President 


1-Strong 


Automatic Coin Wrapper 
One wrapper will wrap 
Quarters 

Halves 
Dim Dollars 
Give them to your depositors 
In stock at all 


Bank Stationers 


OHIO. 


941-943 CLARK ST 


The C.L.DOWNEY CO. 
CINCINNATI, 


Red Windows 
give ease of visibility 
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False Financial Statements 
Remedies of Defrauded Creditors 
By ARTHUR E. FIXEL 


* recognized authority on false financial statements. 
319 pages, also forms. False statement as basis for 
recovery of claims in full—blocking fraudulent com- 
positions—barring discharges—reclaiming goods. 
Price $5.00--Free Examination Offer 
CENTRAL LAW BOOK COMPANY 
$17 Hammond Bidg. Detroit, Mi 


We have an opportunity for a young man 
as salesman in the loose leaf and manifold 
business selling direct to banks and com- 
mercial houses. 


Every salesman is given a thorough train- 
ing in modern accounting methods and 
office procedure. 


Only men willing to devote their entire 
energy to learning the business from the 
ground up will be considered. Good char- 
acter and fair education essential. 


A. E. MARTELL COMPANY 


159 Devonshire St. Boston, Massachusetts 


should be so improved as to promote effi- 
ciency, and prices and wages be regulated, 
in order to make secure the foundation of 
our industries. While we thus build up 
strength within the country, we must en- 
ter into closer economic relations with other 
countries and promote foreign trade in order 
to regain the equilibrium in our international 
payments. All these things are essential to 
the firm establishment and enhancement of 
our country’s position, to attain which all 
our efforts and plans should be directed. For 
my own part I shall do my best to have 
the measures taken by the bank conform to 
the aims and purposes just mentioned.” 
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DATE 
Jan. 1 
Jan. 15 
Jan. 27 
Jan, 30 40 500 
Feb. 10 570 
Feb. 20 80 490 
Feb. 23 570 $—$—$—_ —_ —_ 
Mar. 1 40 530 ‘ 
Mar. 3 590 
Mar. 22 680 
Mar. 29 60 pies 620 
...+ 4.80 
4.43 
Jan. 
Jan. saws $20 500 
Feb. 20 520 
Mar. gis 20 540 
Apr. es 40 580 
May 20 600 
June 20 620 


